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PREFACE. 


I  WILL  not  present  Parts  5  and  6  to  the  reader  without 
adding  a  few  words  to  those  with  which  I  prefaced 
Parts  1  and  2.  Whatever  objections  might  be  raised 
to  my  former  attempt  to  show  how  the  subjects  of  which 
I  am  treating  may  be  made  to  give  a  tone  and  character 
to  the  education  of  the  young,  they  will  apply  with 
undinoinished  force  to  the  present. 

I  regret  exceedingly,  while  I  readily  acknowledge,  my 
want  of  literary  ability  so  to  express  my  thoughts  as  to 
conciliate  for  them  the  favourable  reception  which  I  feel 
they  deserve.  Nevertheless,  I  take  comfort  from  the 
reflection  that  few  persons  who  have  given  much 
attention  to  education  will  deny  its  being  desirable  that 
all  boys  should  have  as  much  information  as  is  possible 
at  their  age,  before  leaving  school,  to  guide  their 
conduct  in  life,  and  be  put  in  the  way  of  seeking  and 
discovering  for  themselves  the  further  information 
attainable  only  at  a  more  advanced  age,  and  unattain- 
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able  tlien  except  by  those  prepared   through,  previous 
teaching  and  training. 

Many  of  the  hoys  at  our  public  schools  conquer  far 
greater  difficulties  than  those  with  which  I  would 
exercise  their  observing  and  reflecting  faculties.  A 
time  will  come,  perhaps,  when  the  same  pains  will  be 
taken  by  teachers  to  assist  boys  to  form,  analyse,  and 
express  their  own  thoughts  as  they  now  take  to  exercise 
them  in  reproducing  the  thoughts  of  others,  or  the 
words  which,  unknown  to  them,  hide  the  absence  or 
misdirection  of  thought. 

I  make  no  apology  for  my  perseverance  in  calling  the 
attention  of  parents  and  teachers  to  what  I  consider 
a  sad  oversight  in  prevailing  education.  To  some,  I 
know,  my  appeals  are  not  made  in  vain ;  and  many 
students  who  have  gone  through  their  schooling,  left 
in  the  dark  upon  the  great  social  problems,  which  they 
must  solve  or  stumble  against,  will  not  scorn  the 
assistance  which  I  am  attempting  to  offer  them. 

W.  E. 
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AMONG  THE  BOYS. 


ON    HIEING   AND    LETTING. 


P.  You  must  have  learned  enough  from  our  previous  con 
versations  to  feel  convinced  how  great  your  disadvantage  would 
be,  were  you  to  be  launched  upon  the  waters  of  industrial  life 
deprived  of  the  knowledge  which  you  have  so  far  acquired.  It 
is  painful  to  think  of  the  inevitable  lot  of  thousands  of  our 
follow- creatures,  thrown  entirely  on  their  own  resources,  in  a 
state  of  society  where  each  man's  position  depends  mainly  on 
his  own  conduct,  ignorant  as  to  what  that  conduct  ought  to  be. 
To  you,  at  all  events,  it  has  been  made  plain  that  one  condition 
of  a  comfortable  state  of  society  is  the  existence  of  a  stock  of 
wealth,  commensurate  with  the  numbers  to  be  maintained  out  of 
it ;  and  that  one  condition  of  the  continuance  of  a  similarly 
comfortable  state  is  the  steady  replacement  of  the  wealth  which 
is  consumed.  As  nowhere  yet  has  man's  state  of  comfort  risen 
to  what  we  conceive  it  ought  to  be  and  might  be  made,  more 
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than  replacement  is  one  of  the  conditions  attached  to  the  attain 
ment  of  an  improved  state  in  future.     Although,  at  present, 
your  parents  and  guardians  stand  between  you  and  the  conse 
quences  of  your  not  being  possessed  of  wealth  of  your  own,  and 
of  your  not  sharing  in  the  work  of  replacement,  or  of  more  than 
replacement,  you  know  that  the  time  is  at  hand  when  you  must 
have  wealth  of  your  own,  and  must  take  your  share  of  work,  or 
bring  down  suffering,   and  perhaps  disgrace  also,  upon  your 
selves.     You  know  the  qualifications  which  you  ought  to  possess 
to  become  efficient  workmen.     You  are  beginning  to  acquire 
them,  and  are  laying  the  foundation  on  which  those  other  quali 
fications  must  be  built,  which  cannot  be  hoped  for  except  with 
maturer  years.     You  are  aware  of  the  help  that  is  already 
awaiting  to  smooth  your  first  difficulties  :    administrators   of 
capital  being  at  hand  who  will  purchase  your  labour  and  afford 
you  opportunities   of  improvement  in  intelligence,   skill,  and 
general  efficiency.     Your  wages  will  be  paid  in  money,  and 
there  are  capitalists  even  now  making  it  their  business  to  prog 
nosticate  what  commodities   you  will   like  to  buy  with  your 
money,  and  caring  lest  you  should  buy  and  consume  so  much  at 
one  time  of  particular  kinds  of  commodities  as  not  to  have 
sufficient  for  the  future.     You  are  now  prepared  to  enter  upon 
a  consideration  of  the  services  of  other  capitalists,  who  arc 
employed  in  another  way  for  your  benefit.     But  first,  tell  me, 
arc  people  in  the  habit  of  buying  all  the  commodities  which  they 
require  to  satisfy  their  wants  ? 

B.  Yes,  unless  you  would  not  call  that  buying  where  they 
take  credit. 

P.  I  should,  in  compliance  with  general  usage,  call  that 
buying,  although  on  credit ;  and  we  will  not  omit  to  examine 
the  practice  of  buying  on  credit  by  and  by.  But  the  correctness 
of  the  answer  which  you  have  just  given  is  scarcely  borne  out  by 
what  is  of  daily  occurrence  around  us.  When,  having  quitted 
the  parental  roof,  you  will  be  providing  entirely  for  yourselves, 
you  will  have  to  buy  food,  clothing,  fuel,  and  many  other  things. 
Among  the  things  that  you  cannot  dispense  with,  are  thero 
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not  some  that  you  will  obtain  in  some  other  way  than  by 
purchase  ? 

13.  We  ought  to  have  thought  of  that ;  we  shall  not  buy,  we 
shall  hire  our  lodging. 

P.  If  there  were  nobody  willing  to  let  lodgings  to  you,  would 
you  be  able  to  buy  them  ? 

13.  No  ;  and  it  certainly  is  a  most  fortunate  coincidence  that, 
while  we  want  lodgings  which  we  could  not  buy,  there  are  people 
prepared  to  let  them  to  us. 

P.  When  you  have  been  at  work  for  some  years,  and,  we  will 
suppose,  successfully,  do  you  think  you  will  be  likely  to  buy 
rather  than  hire  a  lodging  ? 

]>.  We  think  not.  We  hope  to  be  able  to  buy  our  furniture 
and  to  hire  a  whole  house.  Even  where  people,  especially 
labourers,  might  buy  their  own  houses,  they  seem  to  prefer,  as 
wo  should,  to  hire  them. 

P.  What  makes  you  think  you  will  prefer,  supposing  you 
have  the  means  to  buy  a  house,  rather  to  hire  one  ? 

Jj.  Hiring  would  leave  us  more  free  in  case  our  employers  or 
a  shifting  of  employment  should  require  our  presence  and 
labour  to  be  transported  elsewhere.  To  remove  one's  furniture 
and  household  is  inconvenient  enough,  without  being  obliged,  at 
a  short  notice,  to  sell  a  house  or  leave  it  to  the  care  of  others  at 
some  risk  and  expense. 

P.  Your  opinion  being  that  the  practice  of  letting  and  hiring 
lodgings  and  houses,  furnished  and  unfurnished,  is  almost 
indispensable  to  the  welfare  of  young  labourers,  and  very  con 
ducive  to  the  comfort  of  all  who  hire  them,  may  we  also  add 
that  it  is  not  without  its  attractions  to  the  owners  of  the  houses 
who  let  them  ? 

13.  So  it  may  be  presumed,  seeing  that  they  neither  own  nor 
let  under  compulsion. 

P.  A  practice  so  general,  frequently  so  necessary,  always  so 
convenient,  deserves  to  be  examined.  Here,  again,  it  is 
desirable  that  you  should  be  acquainted  with  the  terms  in  use 
growing  out  of  the  practice  of  hiring  and  letting,  and  be  prc- 
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pared  also  to  detect  the  substitutions  of  meaning  which  are  often 
unconsciously  adopted  by  persons  who  become  familiar  with 
words  before  they  have  mastered  that  which  the  words  are 
intended  to  denote.  You  are,  no  doubt,  acquainted  with  the 
names  which  have  been  given  to  the  proprietors  of  land,  and  of 
buildings,  with  or  without  furniture,  who  let  the  occupancy  or 
possession  for  a  time,  retaining  their  right  of  property  in  them ; 
to  the  parties  who  engage  to  occupy  them ;  and  to  the  con 
sideration,  whether  in  the  shape  of  money  or  otherwise,  which  is 
paid  or  engaged  to  be  paid  for  permission  to  occupy  ? 

B.  The  proprietors  are  called  landlords ;  the  occupants 
admitted  by  them  into  possession  are  called  tenants ;  and  the 
consideration  agreed  to  be  paid  to  the  landlord  by  his  tenant  is 
called  rent. 

P.  The  convenience  to  tenants  of  paying  rent  rather  than 
purchasing  or  building  houses  is  obvious  enough  :  is  it  also 
obvious  why  people  are  willing  to  constitute  themselves  land 
lords  ? 

B.  The  rent,  of  course,  is  their  inducement. 

P.  How  is  it  determined  what  the  rent  is  to  be  ? 

B.  That  is  the  result  of  a  bargain  between  the  landlord  and 
tenant. 

P.  In  the  same  way  that  price  is  the  result  of  a  bargain 
between  buyer  and  seller  ? 

J*.  Yes. 

P.  Although  prices  are  settled  by  bargains  between  buyers 
and  sellers,  we  saw  that  it  was  possible  to  point  out  conditions 
under  which  buyers  are  driven  to  pay  higher  prices,  and  sellers 
to  submit  to  lower  prices  than  are  agreeable  to  them  :  do  any 
similar  conditions  control  the  negociations  of  landlords  and 
tenants  ? 

B.  We  should  expect,  if  the  number  of  persons  desiring  to. 
become  tenants  were  on  the  increase,  compared  with  the  quantity 
of  land  and  number  of  houses  to  be  let,  that  rents  would  rise  ; 
and  that  rents  would  fall,  if  the  number  of  tenants  were  on  the 
decrease. 
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P.  Amid  any  fluctuations  that  might  disturb  the  previous 
proportions  between  landlords  and  those  who  would  be  their 
tenants,  do  we  not  observe  great  unfluctuating  or  permanent 
differences  in  the  rents  paid  for  different  properties  ? 

I).  Large  buildings  and  large  estates,  of  course,  command 
larger  rents  than  smaller  buildings  and  estates. 

P.  Have  we  not  plenty  of  instances  of  dwellings  nearly 
similar  being  let  at  very  different  rents,  apparently  according 
to  their  situations  ? 

]>.  Yes,  because  dwellings  being  more  liked  in  some  situa 
tions  than  in  others,  tenants  are  to  be  found  willing  to  pay 
much  more  for  permission  to  occupy  them. 

P.  Is  the  same  preference  noticeable  in  regard  to  shops  and 
warehouses  ? 

B.  Yes ;  but  in  their  case,  we  presume,  it  is  rather  the 
profitableness  than  the  agreeableness  of  the  situation  which 
attracts  tenants.  In  farms,  the  healthiness  and  agreeableness 
of  the  situation  will  fonn  items  in  the  estimation  of  tenants, 
but  the  expectation  of  large  crops  will  probably  be  uppermost 
in  their  thoughts. 

P.  You  have  brought  together  a  number  of  considerations 
likely  to  affect  offers  for  rent.  It  will  be  difficult  to  appreciate 
their  collective  influence,  unless  we  can  first  assign  its  due 
weight  to  each  separately.  Now,  supposing  all  other  things 
to  be  equal,  which  house  will  procure  a  higher  rent  for  its 
landlord,  one  the  building  of  which  cost  1,000£.,  or  one  that 
cost  5001.  ? 

IJ.  The  one  that  cost  1,0001.,  for  otherwise  people  would 
cease  to  build  houses  at  so  great  a  cost  as  1,0002.,  and  build 
more  at  500/.,  provided  the  rents  obtainable  for  them  were 
considered  satisfactory  or  more  than  satisfactory  by  the  pro 
prietors  of  such  houses. 

P.  Is  it  not  possible,  nevertheless,  that  the  rent  of  a  house 
costing  only  500/.  should  be  larger  than  that  of  one  costing 
1,000*.  ? 

23.  Quite  possible ;  but  that  will  bo  occasioned  by  other 
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advantages  held  to  attach  to  the  less  costly  house.  But  the 
rent  must  suffice  to  compensate  for  the  cost,  as  a  condition 
of  the  further  building  of  houses  of  like  cost. 

P.  Assuming  that  rents  of  40/.  and  80/.  respectively  would 
only  just  satisfy  the  builders  and  purchasers  of  houses  of  500/. 
and  1,000/.  cost,  are  those  rents  what  we  might  call  the 
minima  which  will  induce  capitalists  to  continue  to  provide 
them,  although  those  rents  may,  both  or  either,  be  greatly 
enhanced  by  other  circumstances  ? 

B.  Yes,  otherwise  we  should  have  to  suppose  that  landlords 
in  their  industrial  pursuits  were  actuated  by  feelings  different 
from  those  which  prevail  with  other  men  in  their  efforts  to 
acquire  incomes. 

P.  As  most  landlords  are  not  builders,  let -us  examine  the 
proceedings  of  each  separately.  Is  it  true  that  a  builder,  like 
any  other  manufacturer,  makes  his  manufactured  articles,  or 
builds  his  houses,  out  of  the  raw  material  and  with  the  labour 
which  he  purchases,  contracting  beforehand  with  the  future 
proprietor  or  landlord  for  a  price  which  will  at  least  repay 
his  cost,  or  fully  expecting  to  obtain  such  a  price  ?  and  if 
so,  how  will  that  influence  the  price  of  houses  ? 

13.  Builders,  certainly,  do  act  in  this  way,  and  the  tendency 
of  their  course  of  action  must  be  to  establish  prices  for  houses 
proportioned  to  the  costs  at  which  they  can  severally  be  built : 
bearing  in  mind  that  these  proportions  are  liable  to  be  dis 
turbed  by  the  prices  widely  diverging  from  these  proportions 
given  for  the  sites  on  which  the  houses  are  to  be  built. 

P.  This  being  established  in  regard  to  the  prices  of  houses, 
how  will  it  be  with  the  rents  obtainable  by  the  purchasers  or 
landlords  of  those  houses  ? 

B.  Subject  to  the  same  proviso  as  regards  the  different 
rents  payable  for  the  land  on  which  the  houses  stand,  the 
tendency  of  rents  will  be  to  have  the  same  ratios  to  one 
another  as  the  prices,  and  hence  as  the  costs  at  which  addi 
tional  houses  can  be  built. 

P.  This  answer  still  leaves  me  to  inquire  what  proportions 
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the  rents  will  bear  to  the  prices  of  houses,  whether  4  per 
cent,  or  10  per  cent,  or  what  else  per  cent.  ? 

7J.  The  proportion  of  rent  to  price  will  depend  partly  upon 
the  prevailing  rate  of  interest,  partly  upon  the  cost  of  main 
taining  the  capital  invested  iu  the  houses,  and  partly  upon  the 
labour  involved  in  supervising  the  houses  and  collecting  the 
rents. 

P.  Will  you  develop  each  of  these  elements  of  rent  a  little 
more  fully,  beginning  with  that  of  the  rate  of  interest  ? 

B.  Understanding  by  the  rate  of  interest  that  income  which 
is  obtainable  from  capital,  without  risk  or  labour  to  its  owner, 
it  is  plain  that  no  capitalist,  who  had  the  option  of  lending  his 
capital  or  investing  it  in  houses,  would  choose  the  latter  unless 
vath  a  view  to  obtain  something  more  than  interest,  so  much, 
at  least,  as  would  compensate  for  deterioration  and  dilapida 
tions  and  the  labour  of  collecting  his  rents.  Little  need  be 
said  on  the  other  elements  of  rent.  The  equivalent  for 
deterioration  will  vary  with  the  character  of  each  property, 
and  compensation  for  the  labour  of  supervising  and  collecting 
rent  will  bo  determined  by  the  same  conditions  to  which  wages 
in  general  are  subject. 

P.  To  make  sure  that  we  understand  ono  another,  let  mo 
reduce  what  you  have  been  stating  to  figures.  Assuming  the 
rate  of  interest  to  be  4  per  cent.,  and  the  equivalents  of  deterio 
ration  and  of  management  to  bo  3  per  cent,  and  1  per  cent,  per 
annum  respectively :  what  do  you  expect  the  rent  of  a  house 
would  be,  the  cost  of  which  was  1,000£.  ? 

13.  Not  less  than  80£.  a  year. 

P.  Might  it  not  be  more  ? 

13.  Certainly,  but  we  must  also  bear  in  mind  that,  tem 
porarily  at  least,  it  might  be  less.  If  houses  were  built  faster 
than  tenants  were  prepared  to  take  them,  landlords,  rather  than 
have  their  houses  unoccupied,  would  submit  to  reduced  rents  ; 
but,  under  such  circumstances,  landlords  would  cease  to  buy 
more  houses  at  the  same  price,  and  consequently  builders  would 
be  deterred  from  building  till  rents  were  restored  to  paying  rates. 
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P.  Is  there  not  a  limit,  above  as  well  as  below,  which  rents 
are  not  likely  to  remain  ? 

B.  One  and  the  same.  For  supposing  the  demand  for 
houses  to  outrun  the  supply,  and  rents  to  rise  so  as  to  yield 
more  than  8  per  cent,  on  the  capital  invested — say  10  to  12 
per  cent. — inducements  for  extra  building  would  be  held  out 
till  the  rents  again  declined  to  the  assumed  remunerating 
rate. 

P.  Will  not  some  consideration  in  rent  be  sought  for  by 
landlords  as  a  compensation  for  defaulting  tenants,  as  well  as 
for  deteriorating  houses  ? 

B.  Yes,  and  they  will  get  it,  too,  or  abandon  that  business. 
As,  however,  people  must  have  shelter,  and  prefer  to  procure  it 
by  hiring  rather  than  by  buying,  they  must  pay  a  rent  which 
will  place  landlords  on  a  level  with  other  classes  of  capitalists. 

P.  The  very  word  "  defaulting,"  applied  to  tenants,  not 
only  indicates  that  they  do  not  pay  the  higher  rents  you  speak 
of ;  it  implies,  besides,  that  they  fail  to  pay  rent  altogether. 
Who,  then,  pay  these  advanced  rents  ? 

B.  The  respectable  and  non- defaulting  tenants  have  to  pay 
higher  rents  to  compensate  landlords  for  what  they  lose  by 
defaulters.  But  this  is  only  another  form  of  the  injury 
always  inflicted  upon  the  well-conducted  portion  of  society  by 
the  ill-conducted. 

P.  Would  rents  be  lower  if  all  tenants  were  trustworthy  and 
scrupulously  careful  of  the  property  which  is  trusted  to  their 
care,  as  well  as  surrendered  for  their  use  ? 

B.  There  cannot  be  a  doubt  about  that. 

P.  If  some  landlords  were  more  successful  than  others  in 
winnowing  bad  tenants  from  among  the  total  number  of 
applicants  who  presented  themselves,  might  they  not  let  their 
houses  at  lower  rents  to  the  good  tenants  accepted  ? 

B.  They  might,  and,  at  the  same  time,  obtain  a  larger 
total  rental  than  other  landlords  who  were  less  discerning. 

P.  In  dealings  between  landlords  and  tenants — the  faults 
not  being  always  on  the  same  side — may  not  tenants  occasion- 
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ally  be  sufferers  from  a  backwardness,  a  reluctance,  a  shuffling 
dilatoriness  on  the  part  of  landlords  in  fulfilling  their  share  of 
the  bargain  ? 

B.  Yes,  and  discriminating  tenants  will  readily  pay  addi 
tional  rents  to  landlords  of  a  better  stamp. 

P.  Will  not  cautious  landlords  find  their  market  narrowed 
by  the  number  of  applicants  of  the  kind  which  they  are  pre 
determined  to  reject  ? 

B.  Yes,  and  prudent  tenants  in  the  same  way  will  shut 
themselves  out  from  many  houses,  the  landlords  of  which  are 
not  acceptable  to  them.  It  will  probably  happen  that  the 
better  landlords  and  the  better  tenants  will  share  between 
them  the  advantages  of  their  respectability  :  the  landlords 
obtaining  a  larger  total  rental,  and  the  tenants  paying  less  rent 
and  exposed  to  fewer  of  those  petty  annoyances  which  arise  out 
of  a  grudging  instead  of  a  ready  performance  of  contracts. 

P.  Does  not  this  extra  rental  of  the  better  landlords 
militate  against  what  you  called  the  tendency  of  rents  to 
conform  themselves  to  the  proportions  between  the  several 
capitals  invested  in  the  houses  out  of  which  the  rents  arise  ? 

B.  You  must  not  leave  out  the  element  of  rent  which  we 
called  remuneration  for  supervision,  and  which,  following  the 
conditions  exemplified  in  the  distribution  of  wages  and  profit, 
varies  with  the  qualifications  brought  to  the  performance  of  the 
duty.  As  for  tenants,  it  is  clear  that  if  all  were  trustworthy 
and  conscientious,  rents  would  be  lower.  And  here  we  have 
another  confirmation  of  a  former  statement — that  abundance  of 
wealth  and  the  well-being  derivable  from  it  are  consequences  of 
the  attainments  of  a  people. 

P.  You  have  given  a  very  satisfactory  account  of  the 
circumstances  which  determine  rents  of  dwellings,  irrespectively 
of  the  sites  on  which  they  are  built ;  let  us  next  inquire  what 
modifications  are  introduced  when  these  are  taken  into  account. 
It  seldom  happens,  in  this  country  at  least,  that  land  is  to  be 
had  without  making  some  payment  for  it.  Must  not  some 
addition  bo  made  to  the  rent  to  compensate  for  that  payment  ? 


1 0  PIIILO-  SOCRATES. 

B.  There  must  be  some  addition,  but  it  puzzles  us  to  find 
out  what  that  addition  will  be,  or  on  what  principle  it  is  to  be 
settled. 

P.  The  best  plan  for  unravelling  your  puzzle  will  be  to 
approach  it  systematically,  as  we  did  the  puzzles  of  profits, 
wages,  and  prices ;  for  puzzles  they  are  to  many,  although  I 
trust  you  have  unravelled  them.  As  thus  far  we  have  supposed 
all  things  to  be  similar,  except  the  capitals  and  the  administra 
tive  capacities  of  the  landlords  to  whom  they  belonged,  so  now 
we  will  inquire  what  must  be  the  consequences  where  all  things 
are  similar  except  the  sites  of  the  dwellings.  If  I  were  to  call 
your  attention,  as  I  easily  might,  to  two  sets  of  dwellings 
similar  in  all  respects,  except  as  regards  their  situation,  one 
obtaining  for  its  proprietor  a  rent  of  100L  per  annum,  and  the 
other  a  rent  of  200Z.  a  year  ;  to  what  cause  must  you  attribute 
the  100/.  difference  between  the  two  rents  ? 

B.  To  the  difference  of  the  two  situations. 

P.  You  may  meet  with  people  who  will  hesitate  to  accept 
this  answer.  What  could  you  offer  in  corroboration  of  it  ? 

B.  "We  could  point  out  that  if  the  difference  between  the 
two  rents  were  not  attributable  to  that  cause,  or  to  some  other 
that  could  not  be  neutralized  or  overcome,  the  difference  between 
the  two  rents  would  not  continue. 

P.  Why  not? 

B.  Because  more  capital  would  be  attracted  to  building  and 
owning  houses  in  situations  similar  to  that  on  which  the  high- 
rented  houses  stood,  till  the  rents  of  the  high  and  low  rented 
houses  approached  equality.  Whereas,  it  is  scarcely  possible 
to  fix  a  limit  above  which  rents  of  houses  on  limited  and 
favoured  sites  might  not  rise,  there  being  no  space  for  the 
erection  of  other  dwellings  to  supply  the  demand  for  them. 

P.  Can  you  name  any  of  the  peculiar  charms  which  make 
some  sites  for  dwellings  more  attractive  than  others  ? 

B.  Proximity  to  palaces,  gardens,  and  parks,  soil,  elevation, 
and  reputed  healthiness,  and,  beyond  all  these,  what  can  only 
be  described  as  the  current  of  taste  and  fashion, 
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P.  Can  landlords  safely  rely  for  the  continuance  of  incomes 
derived  from  rents  swelled  in  amount  through  any  of  these 
circumstances  ? 

11.  No,  and  less  safely  in  some  cases  than  in  others.  The 
uncertainty  of  the  ebb  and  flow  in  the  current  of  fashion  would 
weigh  with  prudent  landlords,  who  wished  to  repose  upon 
unvarying  incomes  in  deciding  how  much  of  their  extra-rent 
they  ought  to  put  aside  to  guard  against  a  change  of  fashion 
setting  in  against  the  value  of  their  property. 

P.  We  have  thus  far  been  considering  land  and  buildings  as 
occupied  for  residence  and  enjoyment,  as  one  of  the  outlets 
through  which  people  spend  their  incomes  and  earnings.  But 
are  not  many  buildings  and  the  larger  area  of  land  occupied  for 
the  purposes  of  profit  ? 

B.  Yes,  the  farms,  factories,  docks,  canals,  warehouses, 
railroads,  mills,  and  buildings  let  out  in  counting-houses  are 
all  occupied  for  purposes  of  profit.  Shops  and  schools  may  be 
considered  as  chiefly  occupied  for  purposes  of  profit,  partially 
also  as  dwellings. 

P.  Pushing  on  our  examination  of  rents  into  those  obtain 
able  from  tenements  occupied  for  purposes  of  profit,  we  may 
accept  as  proved  that,  other  things  being  the  same,  equal 
capitals,  administered  with  equal  capacities,  will  tend  to  produce 
equal  profits,  and  consequently  equal  rents,  so  far  as  they  are 
made  up  of  profits.  Leaving  the  farms  to  the  last,  do  wo 
observe  the  same  varieties  of  rents  from  premises  occupied  for 
purposes  of  business,  as  for  dwellings  ? 

13.  Quite  as  great,  if  not  greater.  There  are  houses  front 
ing  our  large  thoroughfares  and  contiguous  to  the  Koyal 
Exchange,  and  warehouses  by  the  river-side,  which  procure  for 
their  proprietors  ten-fold  the  rents  that  could  be  obtained  for 
buildings  of  the  same  cost  elsewhere. 

P.  Can  you  explain  the  cause  of  this  excess  of  rent,  and 
show  whether  there  be  any  limit  above  which  this  excess 
cannot  be  carried  ? 

B.  We  will  try.     Let  us  begin  by  taking  for  example  a 
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number  of  buildings  used  chiefly  as  shops,  the  leases  of  which 
are  expired,  all  built  and  capable  of  being  rebuilt  at  the  same 
cost,  and  all  to  be  re-let.  Capitalists,  equal  as  to  their  com 
mand  of  capital  and  attainments,  bid  for  them  as  tenants, 
offering  rents  varying  from  100?.  to  1,000?.  per  annum.  If, 
after  paying  these  different  rents,  the  profits  of  each  were  not 
approaching  equality,  it  would  be  because  those  who  were 
realizing  the  smaller  profit  had  either  contracted  to  pay  too 
large  a  rent  for  the  premises  which  they  occupy,  or  had  lacked 
sagacity  in  bidding  high  enough  for  those  which  they  missed. 

P.  How  can  so  much  larger  a  gross  profit,  granting  that  it 
is  to  be  reduced  by  the  payment  of  extra-rent,  be  earned  in  one 
site  than  another,  and  that  too  by  similar  capitalists  ? 

13.  By  the  greater  number  of  customers,  which  enables  the 
capital  to  be  turned  more  quickly.  A  capital  of  3,000?. 
turned  once  a  month  might  yield  a  profit  of  60?.  a  mouth,  or 
720?.  a  year,  while  the  same  capital  turned  twice  each  month 
might  yield  150?.  per  month,  or  1,800?.  a  year,  all  expenses 
deducted  except  rent. 

P.  And  what  do  you  infer  from  the  differences  of  oppor 
tunity  of  earning  profit  which  are  presented  by  different  sites  ? 

13.  There  are  two  things  which  it  is  scarcely  possible  to 
avoid  inferring  :  1st.  That  an  extra-rent  will  be  bid  by  shop 
keepers  for  the  right  of  occupying  the  more  favoured  sites,  and 
2nd.  That  the  extra  rent  will  not  exceed  the  estimate  of  prob 
able  extra  profit  earnable  in  them. 

P.  In  order  to  facilitate  our  inquiry  into  what  must  be  the 
consequence  of  occupying  sites  unequally  adapted  for  earning 
profit,  and  to  grapple  with  one  difficulty  at  a  time,  we  have 
supposed  the  occupancy  to  be  conjoined  with  equal  capitals 
and  equal  administrative  capacities.  Do  you  think  a  con 
junction  of  the  kind  will  often  be  found  in  real  life  ? 

B.  We  should  expect  not.  The  tradesmen  who  can  venture 
to  undertake  the  payments  of  such  extra  rents  as  1,000?.  a 
year,  ought  to  be  thorough  masters  of  their  business  in  every 
respect.  The  notoriety  and  accessibility  of  their  shops  are 
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little  more  than  attractions  to  customers,  of  little  use  unless 
followed  up  by  that  kind  of  treatment  within  the  shop  which 
retains  the  customers  who  have  once  been  attracted. 

P.  In  real  life,  then,  you  would  expect  that  superior 
administrative  capacities  would  be  found  on  the  sites  where  the 
larger  rents  were  paid.  And  how  about  the  capitals  ? 

7^.  They  would,  also,  most  likely  be  larger  on  the  favoured 
sites.  For,  supposing  them  to  be  equal  at  starting,  those 
conjoined  with  superior  administrative  capacity  on  the  favoured 
sites  would  outgrow  the  capitals  less  ably  administered  on 
the  other  sites.  Besides,  the  proprietors  of  shops  that  will 
command  the  enormous  rents  of  which  we  are  speaking,  would 
give  a  preference  to  tenants  possessed  of  the  larger  capitals,  on 
account  of  the  promise  thereby  held  out  for  the  security  of 
their  property,  and  for  the  punctual  payment  of  the  rents 
agreed  upon.  In  real  life,  therefore,  the  superior  capacities 
administering  the  larger  capitals  will  be  found  among  the 
occupants  of  favoured  sites  paying  the  larger  rents. 

P.  Are  there  not  instances  of  large  businesses  which  have 
been  established  in  comparatively  obscure  streets,  themselves 
made  notorious  by  the  shops,  instead  of  their  making  the  shops 
notorious  ? 

B.  A  life  of  continuous  and  well-directed  effort  has  often 
been  thus  rewarded:  adding  another  example  to  the  many 
already  noticed  of  what  are  really  the  foundations  of  individual 
and  national  well-being. 

P.  Are  there  no  other  means  available  to  shopkeepers  for 
giving  publicity  to  the  merchandise  in  which  they  deal,  and  to 
the  sendees  which  they  are  prepared  to  render,  so  as  to  attract 
customers  ? 

n.  Advertisements  are  frequently  used  for  this  purpose.  A 
shopkeeper  might  consider  that  500f.  a  year  spent  in  adver 
tising,  would  attract  as  many  customers  as  an  extra  rent  of 
1,000/.  a  year.  If  not  mistaken,  he  would  have  another 
advantage.  When  his  reputation  was  well  established,  he 
might  suspend,  or  discontinue  his  advertisements,  occupy  at  a 
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low  rent,  and  enjoy  an  extra  profit — the  reward  of  his  sagacity 
and  administrative  capacity. 

P.  Will  any  portion  of  the  extra  profit  obtainable  in  the  great 
thoroughfares,  arise  out  of  the  higher  prices  to  be  had  there  ? 

13.  As  a  fact,  higher  prices  are  not  to  be  had  there.  Shop 
keepers  in  the  great  thoroughfares  cannot  forget  that  there  are 
other  shopkeepers  in  the  by-streets,  and  some  very  enterprising, 
who  advertise,  and  make  other  efforts  to  obtain  notice  and 
customers.  So  far  from  higher  prices  prevailing  in  great 
thoroughfares  and  well-frequented  neighbourhoods,  they  will 
rather  be  found  in  the  less  frequented. 

P.  How  is  that  to  be  explained  ? 

B.  There  are  many  trades  which  it  is  almost  necessary 
should  be  established  in  every  neighbourhood,  however  scat 
tered,  or  however  much  out  of  the  way — those  of  milkman, 
greengrocer,  chandler,  baker,  butcher,  and  cheesemonger.  If 
their  services  are  indispensable,  they  must  be  sufficiently  re 
munerated  ;  and  the  only  way  in  which  that  remuneration  can 
be  collected,  is  by  the  extra  price  charged  on  the  limited 
number  of  articles  for  which  customers  are  forthcoming.  These 
extra  prices  are  evidently  paid  by  the  consumer  to  make  it 
worth  the  while  of  tradespeople  to  furnish  in  his  own  vicinity 
things  which  arc  indispensable  to  him,  and  which  it  would 
be  more  expensive  to  him  to  procure  from  a  distance. 

P.  Let  us  now  examine  into  the  principles  which  regulate 
the  relationship  between  landlord  and  tenant,  as  connected  with 
the  cultivation  of  the  land.  AVhat  name  has  been  appropriated 
to  that  largo  class  of  men  who  direct  the  cultivation  of  the 
land,  and  to  the  portions  of  land  with  the  buildings  upon  them 
which  they  occupy  ? 

B.  The  men  arc  called  farmers,  and  their  holdings  are 
called  farms. 

P.  Are  fanners  generally  the  proprietors  of  the  farm  which 
they  cultivate  ? 

B.  No.  The  instances  where  farmers  own  their  farms  arc 
so  rare,  that  they  may  be  considered  exceptional. 
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P.  How  do  they  obtain  permission  to  cultivate  farms  which 
do  not  belong  to  them  ? 

13.  By  coming  to  an  agreement  with  the  landlords  or  owners 
of  the  farms  ? 

P.  What  is  the  inducement  by  which  farmers  persuade  land 
lords  to  yield  possession  of  their  land  ? 

B.  The  offer  of  rent — of  rent  which  tho  landlords  can  feel 
persuaded  will  he  paid  when  due. 

P.  What  induces  farmers  to  hind  themselves  to  pay  rent  ? 

B.  The  expectation  that,  after  the  rent  has  been  paid,  tho 
ordinary  profit,  at  least,  on  the  capital  or  stock  invested  in  the 
farm  will  be  left  to  them. 

P.  In  the  bargain  for  letting  a  farm,  with  or  without  the 
intervention  of  an  agent,  and  especially  where  landlord  and 
tenant  come  together  for  the  first  time,  what  amount  of  rent 
will  the  landlord  endeavour  to  obtain,  and  the  tenant  to  give  ? 

B.  The  landlord  will  endeavour  to  obtain  as  large,  and  the 
tenant  to  pay  as  small,  a  rent  as  possible. 

P.  May  there  not  be  conditions  attached  by  a  landlord  to  his 
letting,  which  will  have  great  weight  with  a  tenant  ? 

B.  The  amount  of  rent  which  a  tenant  will  undertake  to 
pay  will  be  larger  or  smaller,  according  to  the  terms  of  tho 
lease  offered  to  him ;  larger,  if  the  landlord  undertook  to  con 
tribute  to  improvements ;  smaller,  if  he  reserved  rights  to  game, 
or  subjected  his  tenant  to  conditions  calculated  to  prevent  his 
cultivating  the  land  to  the  greatest  advantage. 

P.  Does  all  this  bargaining  between  landlords  and  tenants  tend 
to  make  the  rents  of  farms  equal,  or  nearly  so,  or  very  different  ? 

B.  Very  different. 

P.  Does  this  difference  depend  upon  the  extent  of  each  farm  ? 

It.  Very  little  indeed.  There  are  farms  of  more  than  a 
thousand  acres  for  which  landlords  would  gladly  take  half  as 
much  as  what  tenants  are  eager  to  give  for  other  farms  of  less 
than  200. 

P.  Does  it  depend  upon  the  fertility  of  the  soil  ? 

B.  Not  entirely ;  for  many  farms  of  comparatively  inferior 
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soil  command  high  rents  on  account  of  their  proximity  to  markets, 
or  of  other  advantages  specially  attached  to  their  situation. 

P.  Do  rents  remain  stationary,  or  do  they  fluctuate  like 
price  ? 

It.  They  do  not  remain  stationary ;  and  although  they 
fluctuate,  they  do  not  fluctuate  like  prices.  From  what  \ve 
have  heard,  we  should  say  that  in  our  country,  and  in  other 
countries  which  have  shared  the  blessings  of  modern  civili 
zation,  there  has  been  of  late  years  a  steady  increase  of  rental, 
a  very  large  rise  in  the  rent  from  some  lands,  and  a  smaller  rise 
in  the  rent  from  most  lands. 

P.  Not  from  all  lands  ? 

B.  Not  from  all :  for  there  are  some  lands  which  are  not 
worth  cultivating,  and  from  which  the  owners  can  consequently 
obtain  no  rent. 

P.  To  get  at  the  causes  of  the  varying  rentals  of  different 
farms,  I  must  frame  my  questions  more  methodically,  and 
appeal  to  some  of  the  knowledge  which  you  have  lately 
mastered.  Do  all  farmers  earn  equal  profits  ? 

B.  Very  different ;  and  yet  with  a  tendency  towards  equality, 
regard  being  had  to  the  circumstances  of  each  farmer. 

P.  What  circumstances  are  you  thinking  of? 

B.  His  capital,  his  administrative  capacity,  and  his  partiality 
for  his  farm  on  account  of  its  salubrity,  cheerfulness,  and  con 
tiguity  to  kinsfolk  and  friends,  or  on  any  account,  except  that  of 
its  productiveness.  All  these  things  being  the  same,  or  nearly  so, 
the  profits  of  each  farmer  would  also  be  the  same,  or  nearly  so. 

P.  Would  not  the  fertility  of  the  soil,  the  proximity  to  a 
market,  and  the  number  of  acres  in  different  farms,  cause  the 
profits  to  vary  ? 

B.  No.     These  would  cause  rents,  not  profits,  to  vary. 

P.  Can  you  offer  any  example  to  illustrate  or  confirm  this 
statement  ? 

B.  When  farms  are  to  be  let,  the  particulars  are  generally 
pretty  well  inquired  into  and  ascertained  on  both  sides.  Among 
these  farms,  let  us  select  four  which,  after  the  payment  of  all 
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outgoings,  rent  cxccpted,  will  yield  to  equal  capitals,  adminis 
tered  with  equal  ability,  2,000/.,  1,500?.,  1,000/.,  and  8001. 
respectively.  Whatever  might  be  the  rent  of  the  last,  the  rent 
of  the  others  will  be  greater  by  1,200/.,  7001.  and  200/.,  and 
the  profits  of  each  farmer  will  be  the  same. 

P.  Suppose  the  fanner  who  rented  the  less  productive  farm 
discovered  resources  in  it  previously  unthought  of,  would  he  not 
obtain  extra  profit  ? 

B.  Yes,  during  the  terra  of  his  lease,  and  that  would  be  the 
reward  of  his  discernment  as  a  cultivator.  At  the  expiration  of 
his  lease,  the  newly  brought  to  light  properties  in  the  farm  being 
known,  all  that  extra  profit  which  was  not  dependent  upon  his 
tenant's  special  aptitude  would  go  to  the  landlord  as  rent.  Prac 
tically,  it  would  most  likely  be  shared  by  landlord  and  tenant. 

P.  Is  it  not  possible  to  separate  the  aggregate  rent  receivable 
by  a  landlord  into  the  two  elements  of  interest  for  the  capital 
invested  in  buildings  and  improvements  on  the  farm,  and  of 
equivalent  for  all  the  return  that  the  farm  is  capable  of  yield 
ing  over  and  above  the  returns  to  like  capitals  from  farms  the 
least  productive  of  those  thought  to  be  worth  cultivating  ? 

L>.  A  separation  might  be  made  in  some  such  way  as  this. 
If,  when  a  farmer  took  possession  of  a  farm,  the  capital  which 
had  been  expended  on  buildings  and  improvements  were  valued 
and  paid  by  him  to  the  landlord,  the  rent  for  which  he  con 
tracted  would  be  wholly  derived  from  the  estimate  formed  by 
him  of  what  the  farm  was  capable  of  yielding  over  and  above  the 
ordinary  profits  of  stock.  If  the  landlord  and  tenant  made  a 
separate  agreement,  by  which  the  former  lent  the  capital  so 
valued  to  the  tenant,  the  consideration  for  that  loan  would  bo 
determined  by  the  prevailing  rate  of  interest. 

P.  May  it  not  sometimes  happen  that  landlords  and  tenants 
will  advise  and  arrange  together  for  their  mutual  benefit  whilo 
a  lease  is  yet  unexpircd  ?  If,  for  example,  a  landlord  and  a 
farmer,  between  whom  there  existed  a  lease,  ten  years  of  which 
were  unexpired,  could  see  their  way  to  an  increase  of  income  of 
100?.  per  annum  by  an  outlay  of  1,000?.  capital,  would  there  not 
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1)0  a  joint  benefit  derivable  from  the  outlay,  although  neither  might 
feel  disposed  to  undertake  it  except  with  the  other's  concurrence  ? 

J3.  This  state  of  things  might  lead  to  the  landlord's  advance 
of,  say  800/.  capital,  and  to  tho  tenant's  advance  of  200/.  in 
payment  of  extra  wages.  The  common  gain  might  he  shared 
in  this  way :  an  increased  rent  of  CO/,  a  year  and  the  perma 
nent  improvement  of  the  form  to  tho  landlord  for  his  800/., 
CO/,  a  year  additional  income  to  tho  tenant  for  ten  years  for  his 
201V.  and  superintendanco.  To  this  might  he  appended  a  pro 
longation  of  tho  lease  on  terms  more  favourable  than  would  be 
conceded  to  any  other  tenant. 

]\  There  have  been,  and  perhaps  there  still  arc  persons  who 
question  the  policy  of  allowing  land  to  bo  held  as  private 
property :  what  would  you  say  to  such  objectors  ? 

7>.  We  would  invite  them  to  explain  the  grounds  on  which  they 
called  in  question  rights  that  had  so  long  been  established. 

P.  And  if  they  declined  or,  not  declining,  failed  to  state  any 
that  you  could  understand,  or  could  accept  as  satisfactory,  would 
you  dismiss  their  objections  as  frivolous  or  untenable '? 

7>.  The  objectors  might  deserve  no  further  attention.  But 
an  objection  being  once  suggested,  it  would  be  unwise  in  us  to 
dismiss  it  till  we  had  thoroughly  examined  it,  if  only  for  the  pur 
pose  of  testing  the  conclusions  which  wo  had  previously  formed. 

P.  How  would  you  set  about  that  examination,  where  an 
objection  was  urged  by  persons  who  would  not  or  could  not 
adduce  any  grounds  for  it  ? 

7).  Wo  would  re-examine  tho  grounds  on  which  we  had  been 
induced  to  adopt  the  conclusions  objected  to,  and  endeavour  to 
ascertain  for  ourselves  wherein  they  failed  to  coincide  with  all 
our  other  conclusions  which  could  not  be  disturbed.  There  arc 
declaimers  against  laws  for  the  protection  of  property  who  are 
only  to  be  met  in  this  way.  They  attribute  all  the  destitution 
and  much  of  tho  vice  and  crime  which  pervade  society  to  these 
laws.  A  re -examination  of  our  own  conclusions  satisfies  us  that 
nil  the  ills  of  life  would  be  aggravated  if  property  were  left  un 
protected.  We  con,  besides,  while  observing  the  ills  which  atllict 
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society  concurrently  with  our  imperfect  protection  of  properly, 
trace  most  of  them  to  their  causes — causes,  too,  ivn:o\uMo 
when  luankiiul  shall  liavo  the  intelligence  to  reeogni/.o  them, 
ami  the  resolution  to  enter  upon  tho  -\\ork  ot'  extirpating  them. 

/'.  And  how  will  yon  apply  this  method  in  justification  ot'  tho 
laws  \\hicli  confer  rights  to  property  in  land  '.* 

/«.  1>\  endeavouring  to  ascertain  in  what  way  tho  land  should 
1)0  disposed  ot'  so  as  most  to  i-ondiuv  to  tho  -vm'ral  \\vll-lu  in-;'. 
It'  rights  to  |>n)|)0i-ly  in  land  had  novor  hoon  ^rantod  to  indi- 
viduals,  tho  iHily  othor  arrani;'cMiiont  posv.hlo  would  ho  to  ki-op 
it  nndor  tho  conlnd  of  ijom'nil  or  hu-al  anthoritios  actin;;-  i',>r 
society  :it  hinio.  or  for  those  sei'tions  of  society  ^vhich  might  bo 
considered  most  likely  to  bo  benefited  by  it. 

r.  What  would  he  tho  harm  if  our  laws  which  grant  pro 
tection  to  property  in  wealth  were  simply  silent  in  regard  to 
property  in  land  '.' 

/'.  Yon  are  laughing  at  us.  Wealth  coulil  not  bo  protected 
it'  tho  land  were  left  to  bo  scrambled  for.  Wealth  rests  upon 
the  land.  And  how  would  it  be  possible  to  hold  wealth  of  any 
kind  independently  of  some  holding  upon  the  land'?  llights 
to  cultivate  the  land  and  to  build  upon  the  land  are  indispens- 
able  to  the  production  of  food,  clothing,  and  shelter. 

/ '.  Granting  that  sonio  holding  upon  the  land  similar  to 
that  obtained  by  tenants  is  indispensable  to  the  production  and 
aeeumulation  of  wealth,  how  would  the  occupation  and  cultiva 
tion  of  the  land  and  the  position  of  farmers  and  other  tenants 
bo  a  fleeted  by  tho  substitution  of  public  for  private  landlords  or 
proprietors  ? 

7>\  Not  at  all,  except  accidentally.  The  agents  or  trustees 
for  tho  public,  whoever  they  might  be,  after  setting  out  such 
portions  ot'  the  laud  as  it  was  considered  expedient  to  reserve 
for  health  and  recreation,  or  other  public  purposes,  would  lot 
the  remainder,  that  is,  nearly  the  whole,  to  tho  tenants  who 
o  lie  red  the  highest  ivnts — understood,  of  course,  with  good 
security. 

1\  Why  would  they  do  so? 
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B.  To  secure  the  largest  income  for  the  society  in  whoso 
behalf  they  act  as  trustees. 

P.  But  ought  they  to  aim  at  obtaining  the  highest  rents,  if 
by  so  doing  burdens  too  heavy  to  be  borne  were  inflicted  upon 
tenants  ? 

B.  When  it  is  asked  what  landlords  ought  to  aim  at,  we  can 
but  answer,  at  that  which  will  most  conduce  to  the  welfare  of 
society.  What  tenants  and  what  amount  of  rent  ought  to  be 
accepted  so  as  most  to  benefit  society,  may  have  to  be  inquired 
into.  But  we  should  not  be  warranted  in  assuming  that  the 
tenants  who  offer  the  highest  rents  are  less  capable  of  earning 
a  profit,  after  paying  them,  than  tenants  who  offer  the 
lower. 

P.  Do  you  mean  that  it  is  as  easy  for  a  tenant  to  pay  a  large 
as  a  small  rent,  and  retain  a  profit  for  himself  ? 

B.  No.  But  we  do  mean  that  it  is  easier  for  some  tenants 
to  retain  a  profit,  after  paying  the  larger  rent  for  w:hich  they 
have  covenanted,  than  it  would  be  for  others  to  retain  a  profit, 
after  paying  the  smaller  rent. 

P.  As  you  evidently  lean  to  the  opinion  that  landlords  ought 
to  choose  for  tenants  those  whom  they  believe  to  be  capable  of 
paying,  as  well  as  ready  to  covenant  to  pay,  the  higher  rents, 
will  you  state  your  reasons  for  this  opinion  ? 

B.  Because  those  tenants  who  are  capable  of  paying  the 
highest  rents,  are  also  capable  of  making  the  land  yield  in 
abundance  what  will  be  most  acceptable  to  society. 

P.  Would  the  substitution  of  public  for  private  property  in 
land  make  any  alteration  in  prices  ? 

B.  Not  unless  it  should  cause  more  or  less  produce  to  bo 
raised  from  the  land  ;  and  why  it  should  do  that  we  cannot  dis 
cover.  The  price  obtained  for  the  produce  raised  under  the 
most  unfavourable  circumstances  must  be  sufficient  to  remu 
nerate  the  cultivator,  while  the  cultivators  of  the  better  soils 
cannot  be  prevented  from  obtaining  the  same  prices.  Hence 
arises  their  ability  to  pay  rent,  as  well  as  their  inability  to 
obtain  permission  to  cultivate  superior  soils  without  paying  rent. 
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P.  Would  land  agents  appointed  by  public  authority  bo 
more  likely  to  let  the  lands  so  as  to  place  them  under  the- 
management  of  the  best  tenants  than  private  proprietors,  or 
the  agents  appointed  by  them  ? 

]>.  We  ought  hardly,  perhaps,  to  venture  an  opinion.  We 
cannot  help  suspecting  that  public  functionaries  would  scarcely 
let  the  lands  so  advantageously  for  society  as  the  freeholders 
and  landlords,  who  have  hitherto  held  the  light  of  letting. 

P.  Do  we  not  occasionally  hear  of  the  difficulty  of  obtaining 
possession  of  land,  for  building  and  other  purposes,  in  the  vicinity 
of  towns  cramped  for  space  to  accommodate  their  growing 
population  ? 

B.  We  do.  But  we  believe  it  to  be  the  opinion  of  com 
petent  judges  that  difficulties  of  this  kind  are  attributable  to 
defects,  complications,  and  ambiguities  in  titles,  and  the  fears 
which  they  give  rise  to — evils  that  might  be  remedied ;  and  to 
faulty  methods  of  transferring  property  in  land,  whether  by 
purchase,  gift,  or  inheritance — methods  which  we  are  told  might 
be  made  quite  as  simple  as  those  for  the  transfer  of  other 
property.  On  occasions,  where  the  good  of  society  requires 
that  individual  feelings  should  be  made  to  yield,  parliament 
will  compel  landowners  to  surrender  those  particular  rights 
that  stand  in  the  way,  granting  to  them  an  equivalent,  to  be 
adjudicated,  if  required,  by  some  impartial  tribunal,  for  what 
they  are  compelled  to  part  with.  Instances  of  this  kind  arc  to 
be  seen  every  year  in  acts  of  parliament  for  the  construction 
and  extension  of  railroads,  docks,  and  canals,  and  for  the 
opening  and  widening  of  streets. 

P.  If  titles  to  land  were  simplified  and  assured,  and  transfers 
were  made  as  easy  and  inexpensive  as  transfers  of  other  pro 
perty,  do  you  think  that  individual  freeholds  would  present  no 
impediments  to  such  uses  and  applications  of  land  as  might  bo 
called  for  by  the  altering  circumstances  of  society,  greater  than 
would  be  presented  if  all  freeholds  were  vested  in  the  com 
munity  ? 

B.  That  is  our  thought.     Even  now,  with  our  complicated 
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and  doubtful  titles,  and  difficult,  tedious,  and  expensive  transfers, 
we  see  that  the  progressive  rise  of  rents  and  increasing  values  of 
land,  through  the  action  of  those  who  know  how  to  apply  it  to  new 
purposes,  transfer  occupancy  from  farmers  to  graziers,  to  cow- 
keepers,  to  market-gardeners,  to  brick  makers,  and  to  builders. 

P.  If  our  leaning  were  in  favour  of  seeing  the  freehold  pro 
perty  of  land  vested  in  the  public,  and  leases  granted  by  public 
functionaries,  would  there  be  any  difficulty  in  introducing  that 
system  of  holding  and  letting  into  this  country  ? 

B.  The  difficulty  would  be  the  existence  of  private  rights, 
which  it  would  be  necessary  to  buy  up.  The  surplus  above  the 
ordinary  profits  of  stock  which  property  in  land  bestows  upon 
those  who  hold  it — a  surplus  ever  growing  with  the  progress  of 
any  community  in  intelligence  and  conduct,  and  hence  in  wealth 
and  numbers,  has  been  resorted  to  as  a  means  of  investment 
for  savings — has  been  bought  and  sold,  given,  bequeathed,  and 
inherited  for  ages ;  forms  the  incomes  of  hospitals,  schools, 
universities,  corporations,  widows,  and  minors.  The  purchase 
of  their  rights  could  only  be  made  through  wealth  collected  from 
those  by  whom  it  is  more  beneficially  employed ;  and  the  dispos 
session  of  the  rights  without  purchase  would  be  iniquitous. 

P.  The  founding  of  a  new  colony  affords  an  opportunity  of 
choosing  any  tenure  of  land  that  may  be  considered  best 
adapted  to  promote  the  wealth  and  well-being  of  society  without 
fear  of  disturbing  rights  which,  in  fact,  do  not  exist.  Various 
plans  have  prevailed.  The  one  most  in  vogue  now — starting 
with  the  admission  that  the  land  is  at  first  vested  in  the  govern 
ment,  as  trustee  for  society — is,  to  sell  it.  The  question  may 
fairly  be  put :  had  the  land  better  be  sold,  and,  thereby,  handed 
over  to  individual  management,  the  same  as  every  other  agent 
of  production,  or  had  the  management  better  be  retained  by 
government,  and  conducted  by  functionaries  appointed  all  over 
the  country  for  the  purpose  ? 

B.  Kents — meaning,  by  rents,  equivalents  for  superiority  of 
producing  power  with  equal  capitals — would  be  nominal  till  all 
the  more  eligible  sites  had  been  appropriated.  It  may  be 
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presumed  that  the  strongest  encouragement  to  each  emigrant 
will  be  to  let  him  feel  that  the  whole  produce  of  his  sagacity 
and  industry  is  secured  to  himself.  With  the  right  of  property 
in  land  bestowed  on  individuals,  each  emigrant  will  have  this 
feeling.  With  the  right  to  property  in  land  withheld,  each 
c  mi  grant  would  feel  that  part  of  the  future  benefits  derivable 
from  the  fullest  exercise  of  all  his  faculties  was  not  to  be  at  his 
disposal.  As  far  as  we  can  see,  we  are  inclined  to  think,  and 
v.'o  will  not  venture  to  express  ourselves  more  strongly,  that 
simplicity  of  arrangement  and  inducements  to  cultivate  and 
improve  to  the  utmost,  are  more  likely  to  be  the  result  of 
individual  proprietorship,  than  of  reserving  the  whole  freehold 
of  the  land  for  public  purposes. 

P.  If  I  do  not  misunderstand  you,  it  would  be  of  no  great 
moment  whether  freehold  rights  to  land  were  or  were  not 
granted  to  individuals,  after  the  colonists  had  once  taken  firm 
root  in  the  new  settlement. 

13.  We  would  rather  say  that  we  are  not  prepared  to  express 
a  confident  opinion  upon  the  subject.  Thus  far  only  can  we 
see  at  present.  With  the  birth  and  growth  of  rent,  land  is  sure 
to  be  let.  It  always  has  been,  and  we  think  we  may  say  that 
we  have  learned,  with  your  help,  why  it  has  been,  and  why  it  is 
likely  to  continue  to  be,  let.  Who  are  to  be  the  landlords, 
public  bodies,  or  individuals  to  whom  the  tenants  are  to  pay 
rent,  must  be  a  matter  of  little  importance  to  them,  provided 
the  engagements  are  faithfully  performed.  Whether  it  would 
be  desirable  to  add  to  the  other  functions  of  government  those 
of  finding  tenants  for  all  the  land  of  the  country,  and  of 
collecting  the  rents,  may  well  be  doubted  by  all  who  are 
acquainted  with  the  difficulties  in  the  way  of  obtaining  a 
satisfactory  performance  of  those  duties  which  can  only  be  per 
formed  by  public  functionaries. 
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P.  WE  have  touched  more  than  once  in  the  course  of  these 
conversations  upon  the  practice  of  borrowing  and  lending.  The 
advantages,  rather  than  the  dangers  connected  with  that  prac 
tice,  are  what  have  more  particularly  been  brought  to  our 
notice.  It  would  have  been  impossible,  however,  even  if  you 
had  made  the  attempt,  for  you  to  avoid  catching  a  glimpse  of 
the  dangers  with  which  the  practice  may  be  beset — some  un 
avoidable,  others  avoidable — some  that  appear  to  be  run  into 
through  ignorance  and  heedlessness,  others  that  fall  upon  the 
most  intelligent  and  cautious.  I  dare  say  you  could  mention 
some  of  the  evils  that  have  been  introduced  by  borrowing,  or 
incurring  debt  ? 

B.  To  go  on  from  day  to  day,  from  week  to  week,  and  from 
year  to  year  without  making  some  provision  for  the  times  that 
are  coming,  when  the  ability  to  earn  may  be  temporarily  sus 
pended,  or  permanently  extinguished,  is  bad  enough.  So  fatal 
a  habit,  if  universal,  would  quickly  unpeople  the  earth.  In 
proportion  to  its  prevalence  would  a  community  be  afflicted 
with  want  and  beggary,  and  all  the  vices,  crimes,  and  other  ills 
which  ever  have  accompanied  insufficient  stores  of  wealth. 
And  there  can  be  no  question  that  to  aggravate  these  evils  by 
running  into  debt,  must  be  something  worse  than  mere  extrava 
gance  of  expenditure. 

P.  Might  not  people,  hardened  in  prodigal  habits,  reconcile 
themselves  to  incurring  debts,  by  the  thought  that  the  dangers 
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to  which  tlicir  extravagance  exposes  them,  would  hardly  be 
increased  by  borrowing  ? 

B.  They  might,  and  no  doubt  they  do.  But  society,  which 
has  a  deep  interest  in  preventing  extravagance,  has  a  still 
deeper  interest  in  preventing  borrowers  from  incurring  debts 
which  they  will  not  be  able  to  pay. 

P.  Society  knows  that  it  is  in  perpetual  danger  of  having 
the  maintenance  of  the  extravagant  imposed  upon  it.  But  the 
extravagant  who  run  into  debt,  do  worse  than  expose  society  to 
that  danger.  They  diminish  the  store  out  of  which  society 
will  have  to  maintain  them.  This  may  well  make  society  look 
with  disapprobation  on  such  of  its  members  as  so  misconduct 
themselves.  Have  any  names  been  appropriated  to  the  state 
into  which  people  fall  who  are  unable  to  pay  their  debts  ? 

B.  Insolvency  and  bankruptcy  arc  the  two  best  known 
to  us. 

P.  To  whom  are  the  names,  insolvents  and  bankrupts, 
applied  ? 

73.  To  persons  who  are  unable  to  pay  their  debts. 

P.  Do  any  people  suffer  by  insolvents  and  bankrupts  besides 
those  who  cannot  obtain  payment  of  what  is  owing  to  them  ? 

13.  Sometimes  not :  at  other  times  the  suffering  may  be 
spread  far  and  wide. 

P.  Do  you  mean  that  one  failure  may  be  the  cause  of  many 
others  ? 

B.  That  of  course.  But  we  were  thinking  of  the  breaking 
up  of  establishments,  the  stoppage  of  works,  the  non-fulfilment  of 
contracts,  leading  to  the  throwing  out  of  employment  of  numerous 
workmen,  and  to  the  distress  and  misery  of  their  families. 

P.  Are  not  those  evils  dreadful  enough  to  make  one  wish 
that  the  practice  of  borrowing  could  be  got  rid  of  altogether  ? 

L\  We  may  have  much  more  to  learn  ;  but,  as  at  present 
informed,  our  impression  is  that  the  benefits  to  society  from 
borrowing  discreetly,  far  outweigh  the  evils,  great  as  they  are, 
occasioned  by  dishonest  and  imprudent  borrowers. 

P.  If  these  evils  arc  unavoidable,  they  must  be  viewed  as 
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terrible  drawbacks  upon  the  advantages  derived  from  the  prac 
tice  of  borrowing  and  lending.  If  they  are  avoidable,  and  are 
not  avoided,  what  must  the  evils  be  attributed  to  ? 

13.  To  misconduct  originating  in  ignorance,  or  in  bad  dis 
position,  or  in  the  two  united. 

P.  And  have  you  any  opinion  of  your  own  as  to  whether 
they  are  avoidable  or  not  ? 

13.  That  much  of  the  evil  is  avoidable,  there  can  be  little 
doubt  anywhere.  Certainly  we  feel  none. 

P.  And  how  may  better  teaching  and  training  be  expected 
to  act  on  the  suffering  occasioned  by  the  kind  of  ignorance  and 
bad  disposition  that  you  are  thinking  of  ? 

B.  To  diminish  it  by  preventing,  partly,  at  least,  the  igno 
rance  and  bad  dispositions. 

P.  Can  you  feel  quite  confident  of  your  ability  to  distinguish 
ignorant  from  intelligent  borrowing,  honest  from  dishonest 
borrowing,  good  disposition,  in  regard  to  the  practice,  from  bad 
disposition,  until  you  know  more  of  the  methods  of  dealing,  to 
which  the  practice  of  borrowing  and  lending  has  given  rise  ? 

B.  We  are  conscious  that  we  have  little  of  the  knowledge 
necessary  to  enable  us  to  trust  our  judgment  beyond  that  of  the 
danger  which  must  attach  to  incurring  debts,  in  addition  to 
spending  extravagantly. 

P.  As  the  transactions  between  borrowers  and  lenders  assume 
a  great  variety  of  shapes,  under  some  of  which  the  very  prac 
tice  of  borrowing  may  almost  be  hidden  even  from  the  parties 
concerned,  we  shall  do  well  to  make  ourselves  acquainted  with 
the  processes  by  which  debts  are  contracted,  and  also  with  some 
of  the  terms  commonly  used  when  speaking  of  them.  What 
name  is  given  to  the  party  who  incurs  or  contracts  a  debt  ? 

B.  He  is  called  a  debtor. 

P.  And  to  the  party  of  whom  he  has  borrowed  ? 

B.  He  is  called  a  creditor. 

P.  From  this  word  "  creditor,"  is  derived  a  form  of  expres 
sion  much  used  when  sellers  trust  buyers,  so  far  as  to  allow 
them  to  depart  with  the  merchandise  for  which  the  price  has 
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been  settled  between  them,  without  paying  the  stipulated  sum 
of  money  ? 

13.  The  seller  is  said  to  give  credit,  find  the  buyer  to  take 
credit. 

P.  Adopting  this  term,  let  us  now  endeavour  to  trace  out 
the  consequences  of  credit  as  we  see  it  used,  learning  as  we  go 
along  how  we  ought  to  use  it ;  when  to  accept,  when  to  decline, 
when  to  offer,  when  to  deny,  when  to  expand,  when  to  con 
tract,  when  to  continue,  when  to  withdraw  it ;  all  with  a  view  to 
make  our  own  industrial  efforts  more  productive,  to  increase 
the  general  wealth,  to  keep  clear  of  injury  to  ourselves,  and  to 
avoid  inflicting  it  upon  others.  An  inquiry  of  this  kind  has 
been  called,  not  inaptly,  an  inquiry  into  the  "  morals  of  credit." 
One  of  the  most  common  and  most  simple  forms  of  credit,  is 
where  tradesmen  part  with  the  merchandise  in  which  they  deal, 
the  prices  being  fixed,  but  the  payment  of  the  money  being  de 
ferred  for  a  week,  a  month,  a  year,  or  any  other  period  agreed 
upon.  Do  you  see  any  objection  to  that  mode  of  taking  credit  ? 

13.  We  should  require  to  know  more  of  the  circumstances 
under  which  the  credit  was  taken  in  each  case,  before  we  could 
venture  upon  forming  and  expressing  a  judgment. 

P.  When  the  credit  is  taken  and  given  merely  as  a  matter 
of  convenience,  to  get  rid  of  the  frequent  recurrence  of  petty 
payments,  the  debtors  being  notoriously  possessed  of  a  super 
fluity  of  means  for  making  these  payments  ? 

13.  We  can  see  no  objection  to  such  a  use  of  credit. 

P.  When  the  credit  is  taken  by  annuitants  or  by  labourers, 
who  will  have  ample  means  of  fulfilling  their  engagements  out 
of  their  forthcoming  annuities  or  wages  ? 

13.  To  such  a  use  of  credit  there  are  the  gravest  objections. 
There  is  less  danger  in  using  credit  to  consume  an  annuity  before 
it  is  due  than  wages  which  are  yet  to  be  earned.  But  even  annui 
ties  have  to  meet  exceptional  or  unusual  claims,  as  well  as  the 
ordinary ;  and  surely  it  is  more  conducive  to  security  and  to  the 
faithful  discharge  of  the  duties  which  must  be  attached  to  the 
possession  of  an  annuity,  if  expenditure  be  kept  within  the  limits 
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of  tlio  past  annuity  received,  instead  of  being  suffered  to  overrun 
into  the  annuity  next  to  fall  due.  Even  those  who  may  bo 
disposed  to  excuse  a  regulation  of  expenditure  sanctioning  the 
anticipation  of  future  means,  instead  of  reserving  future  means 
for  future  consumption,  would  still  place  some  limit  beyond 
which  future  income  should  not  be  anticipated.  We  think 
it  more  prudent  and  better  and  wiser  to  make  present  and  past 
incomes  suffice,  or  rather  more  than  suffice,  for  present 
expenditure.  When  from  annuities,  by  which  of  course  we 
mean  perpetual  annuities,  or  at  least  for  life  and  well  secured, 
we  turn  to  wages,  to  incomes  dependent  upon  the  continued 
carning-power  of  those  who  receive  them,  the  practice  of  using 
credit  to  spend  the  wages  coming  in  sets  at  defiance  the 
plainest  rules  of  good  conduct.  It  is  to  be  utterly  regardless 
of  all  provision  against  becoming  a  burthen  upon  others, 
against  exposure  to  temptation  beyond  the  powers  of  resistance, 
and  against  inability  to  perform  satisfactorily  the  most  tender, 
the  most  sacred,  and  the  most  urgent  of  duties. 

P.  Do  you  condemn  all  use  of  credit  for  the  purpose  of 
expenditure  ? 

13.  We  cannot  do  otherwise,  understanding  that  the 
acceptance  of  credit  simply  to  avoid  inconvenient  frequency  of 
payment  is  not  to  be  included  in  our  condemnation.  But  in 
pressing  this  question  upon  us,  you  ought  not  to  suspect  that 
we  can  have  forgotten  our  former  condemnation  of  the  very 
same  practice.  It  was  agreed  that  labourers  ought  not  only  to 
refrain  from  consuming  future  wages,  that  is,  from  borrowing 
for  the  purpose  of  expenditure,  but  to  refrain  from  comsuming 
the  whole  of  the  wages  actually  received  ;  that  since  future 
wages  have  greater  charges  awaiting  them  than  it  is  probable 
they  will  be  able  to  bear,  they  must  be  strengthened  by  savings 
from  past  and  present  wages,  and  not  weakened  by  consuming 
a  part  of  them  through  the  use  of  credit. 

P.  The  use  of  credit  for  the  purposes  of  expenditure  being 
utterly  condemned,  and  understanding  that  henceforward  we 
arc  limiting  our  inquiries  to  the  acceptance  of  credit  as  a 
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means  of  production ;  when  credit  is  given,  what  may  we  say  is 
taken  by  those  who  trust,  in  place  of  the  money  which,  with 
out  trust,  would  be  paid  to  them  ? 

B.  A  promise  to  pay. 

P.  Arc  promises  to  pay,  as  substitutes  for  present  payment, 
made  so  as  to  appoint  definitively  the  future  day  of  payment  ? 

13.  They  are  made  in  a  variety  of  ways  ;  payment  being 
deferred  sometimes  for  a  few  days,  sometimes  for  months,  and 
even  for  years.  When  the  day  is  not  fixed,  there  will  be  an 
understanding  that  payment  is  not  to  be  deferred  beyond  some 
time  tolerably  well  known  without  being  expressed. 

P»  Are  you  prepared  to  state  at  what  times  payments  ought 
to  be  made,  whenever  credit  is  taken  ? 

13.  We  need  not  hesitate  to  answer,  on  the  clays  appointed, 
whether  expressed  or  implied.  Supposing  the  use  of  credit  to 
conduce  to  the  most  profitable  employment  of  capital,  any  want 
of  punctuality  or  fidelity  in  fulfilling  engagements  will  tend  to 
restrict  its  use,  and  so  far  to  prevent  the  most  advantageous 
application  of  capital. 

P.  Can  you  show  me,  by  some  example,  how  a  want  of 
punctuality  in  making  repayment  of  loans  may  prevent  the 
distribution  of  capital  in  the  way  most  likely  to  lead  to  its 
profitable  employment. 

B.  A  capitalist  who  makes  it  his  business,  or  part  of  his 
business,  to  lend  capital,  is  always  on  the  look  out,  in  common 
with  other  men  engaged  in  industrial  pursuits,  to  place  it  as 
profitably  as  possible.  His  special  desire,  for  this  purpose,  is 
to  meet  with  the  most  suitable  borrowers.  His  capital  may  be 
out  on  loans  repayable  at  different  periods,  at  the  end  of  a 
week,  of  a  month,  of  a  year.  He  could  not  arrange  or  con 
tract  beforehand  to  make  loans  to  others,  unless  sure  of  being 
punctually  repaid  himself. 

P.  When  people  take  credit  for  the  commodities  which  they 
buy,  what  use  do  they  make  of  these  commodities  ? 

B.  They  employ  them  in  their  business.  They  sell  them 
again,  or  manufacture,  or  export  them. 
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P.  How  can  they  make  sure  of  being  able  to  fulfil  their 
engagements,  parting  thus  with  the  commodities  which  they 
have  purchased,  and  not  having  the  money,  as  may  be  pre 
sumed,  at  the  time  of  purchasing  ? 

B.  It  is  not  to  be  expected  that  we,  with  our  limited  know 
ledge,  should  be  able  to  explain  how  they  are  to  do  it.  But  we 
know,  and  therefore  may  say,  that  they  ought  to  do  it.  They 
are  not  compelled  to  take  credit ;  and  if  they  take  it,  they  ought 
to  feel  as  sure  of  having  the  means  of  paying,  as  they  are  that 
they  will  be  called  upon  to  pay  at  the  time  appointed. 

P.  There  is  reason  in  what  you  say.  You  cannot,  at  your 
age,  be  sufficiently  familiar  with  the  details  of  any  business, 
especially  if  complicated  by  the  use  of  credit,  to  be  able  to  point 
out  the  precautions  by  which  all  danger  of  inability  to  fulfil 
engagements  is  to  be  guarded  against.  But  you  can  appreciate 
the  principles  which  ought  to  be  observed,  and  judge  of  the 
characters  of  the  merchants  and  others  engaged  in  business 
according  as  they  trifle  with,  or  religiously  respect,  those  prin 
ciples.  Let  us  take  the  case  of  a  shop-keeper  who,  with  a 
stock  of  1,000/.,  and  capital  enough  besides  to  pay  wages  and 
other  current  expenses,  and  a  ready-money  trade  of  200Z.  a 
week,  might  form  the  opinion  that  if  he  were  to  double  his 
stock  and  at  the  same  time  extend  and  improve  his  assortment, 
he  would  probably  also  double  his  trade.  Feeling  his  way 
cautiously,  he  begins  to  increase  his  purchases  by  accepting 
one  month's  credit,  and  eventually  raises  his  stock  to  2,OOOL  and 
his  ready  money  trade  to  400Z.  a  week :  could  you  form  any 
opinion  of  the  prudence,  and  hence  of  the  morality,  of  his  thus 
accepting  credit  ? 

B.  It  seems  to  us  that  he  would  be  safely  within  the  bounds 
of  prudence.  He  would  owe  1,000£.,  and  be  in  the  receipt  of 
400?.  a  week.  The  slightest  derangement  in  his  trade  would 
warn  him  to  reduce  his  weekly  purchases  below  his  weekly 
receipts,  and,  if  necessary  to  bring  down  his  stock  to  a  level  with 
his  capital.  Whereas,  if  his  trade  continued  as  flourishing  as 
when  he  began  to  buy  on  credit,  his  extra  profit,  combined  with 
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economy,  might  at  tlic  end  of  a  few  years  make  him  the 
possessor  of  double  his  original  capital,  and  cause  him  to  relin 
quish  the  use  of  credit,  or  still  further  to  extend  his  business. 

P.  Suppose,  while  taking  credit  himself,  he  were  to  give 
credit  to  his  customers  :  is  not  that  another  means  frequently 
resorted  to  for  the  extension  of  business  ? 

J).  Giving  credit,  evidently  adds  to  the  danger  of  accepting 
credit.  The  party  who  does  both  is  not  warranted,  with  all  his 
vigilance  to  ascertain  the  characters  of  those  whom  he  trusts,  in 
relying  exclusively  upon  the  fulfilment  of  all  the  promises  made 
to  him  for  the  means  of  liquidating  the  liabilities  contracted  by 
him  to  others. 

P.  Which  do  you  consider  the  more  dangerous,  giving  or 
taking  credit  ? 

B.  Taking,  of  course.  No  man  becomes  bankrupt  by  giving 
credit.  He  may  sustain  serious  losses;  but  so  long  as  he  owes 
nothing,  he  can  only  ruin  or  damage  himself  and  those  depen 
dent  upon  him.  Nevertheless,  giving  credit  incautiously,  is  not 
to  be  looked  upon  as  a  trivial  offence.  It  is,  to  say  the  least  of 
it,  to  place  the  means  of  doing  mischief  to  themselves  within 
the  reach  of  the  thoughtless  and  inexperienced,  and  to  provide 
encouragements  and  opportunities  for  recklessness  and  dis 
honesty.  Moreover,  the  person  who  gives  credit,  as  well  as 
takes  it,  if  he  be  not  circumspect  in  his  dealings,  is  really 
giving  credit  on  the  security,  not  merely  of  his  own  capital,  but 
of  that  which  has  been  trusted  to  him  by  the  parties  from  whom 
he  accepted  credit :  a  proceeding  for  which  we  are  unable  to  find 
a  justification. 

P.  If  from  tradesmen  we  turn  to  merchants — especially 
merchants  whose  business  is  with  distant  parts  of  the  world,  we 
find  that,  although  they  might  contrive  not  to  take  credit,  they 
can  scarcely  avoid  giving  it.  If  exporters,  their  merchandise 
must  be  trusted  to  the  merchants  to  whom  they  consign  it.  If 
importers,  they  will  have  to  trust  the  money  with  which  their 
orders  are  to  be  executed  abroad.  If  both  importers  and 
exporters,  it  would  still  be  impossible  for  them  not  to  trust  their 
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property  in  some  degree  to  others.  Credit  may  be  given  beyond 
what  is  absolutely  necessary.  But  even  where  the  granting  of 
credit  is  restricted  within  the  narrowest  limits,  all  the  dangers 
attached  to  placing  trust  in  others  are  incurred  here.  What 
thoughts  suggest  themselves  to  you  in  regard  to  merchants 
who,  besides  trusting  in  this  manner  and  giving  credit,  take  it 
also? 

B.  We  can  do  little  more  than  express  how  deeply  we  feel 
the  need  of  intelligence  and  circumspection  to  qualify  people  for 
engaging  in  business  fraught  with  so  much  risk.  To  what 
extent  credit  ought  to  be  taken  in  proportion  to  the  capital,  and 
what  allowance  should  be  made  for  possible  disappointments, 
before  counting  upon  debts  receivable  for  the  discharge  of  debts 
payable,  it  is  beyond  our  capacity  to  judge.  That  credit  should 
not  be  accepted  for  more  than  a  certain  amount  in  proportion  to 
the  capital,  and  that  the  credit  accepted  should  be  still  further 
contracted  where  credit  is  given,  we  can  see.  We  take  it  for 
granted  that  the  merchants  who  accept  credit  intend  to  obey  the 
rule  of  incurring  no  liabilities  without  providing  that  the  means 
to  liquidate  them  shall  be  forthcoming  as  punctually  as  the 
claims  will  be  presented. 

P.  In  accepting  credit  you  will  observe  that  the  debt,  whether 
incurred  by  loan  or  by  deferring  payment  for  commodities  pur 
chased  or  estimated  in  money,  is  at  the  appointed  time  to  be 
paid  in  money.  The  merchant's  object,  however,  in  taking 
credit  is  to  obtain  possession  of  commodities  wherewith  to 
trade.  Buying  commodities  on  credit,  or  buying  commodities 
with  borrowed  money,  he  may  equally  be  looked  upon  as 
borrowing  in  one  denomination  and  promising  to  pay  in  another. 
He  cannot  pay  his  debts  except  by  the  sale  of  commodities ; 
and  one  of  the  uncertainties  of  his  trade  is  the  price,  or  quan 
tity  of  money,  which  he  will  obtain  for  his  commodities.  Is 
not  this  an  element  of  risk  in  the  use  of  credit  sufficiently 
important  to  call  for  special  attention  ? 

B.  It  certainly  appears  to  us  to  deserve  all  the  attention 
that  can  be  bestowed  upon  it  by  the  most  experienced  and 
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cautious  of  merchants,  supposing  them  to  venture  upon  accept 
ing  credit  at  all. 

P.  I  am  glad  to  see  that  the  dangers  inseparable  from  the 
nse  of  credit  have  made  a  deep  impression  upon  you.  To  be 
aware  of  the  danger  of  accepting  credit,  and  to  bo  resolved  not 
to  encounter  it  until  armed  with  the  intelligence  and  ability  to 
guard  against  it,  is  already  to  have  accomplished  more  than 
half  of  what  is  necessary  in  order  to  reap  in  security  the  profit 
with  which  the  judicious  use  of  credit  is  fraught.  I  should 
like  you  to  have  an  opportunity  of  examining  some  of  the 
elements  of  danger  in  the  uses  of  credit,  so  that  their  features 
may  be  familiar  to  you.  Distance  of  place,  principally  as  in 
volving  length  of  time  and  uncertainty  of  communication,  may 
be  noted  as  an  element  of  danger.  Does  the  nature  of  the 
commodities  in  which  a  merchant  trades  appear  to  you  to  have 
any  bearing  upon  his  security  ? 

13.  If  the  commodities  in  which  he  traded  were  perishable, 
and  if  besides  they  were  subject  to  great  fluctuations  of  price, 
the  danger  attached  to  use  of  credit  must  be  considerably  en 
hanced.  Occasional  instances  of  large  extra  profit  will,  no  doubt, 
with  good  management,  compensate  for  occasional  heavy  losses, 

P.  Why,  then,  should  there  be  more  danger  from  using 
credit  to  merchants  trading  in  those  commodities  than  to  mer 
chants  who  trade  in  commodities  less  perishable  and  less  subject 
to  fluctuations  of  price  ? 

13.  There  is  not  really  more  danger  to  the  merchant  thoroughly 
acquainted  with  the  conditions  of  its  safe  use  and  practised  in 
complying  with  them.  But  there  is  greater  exposure  to  danger, 
if  the  requisite  intelligence  and  caution  and  conscientiousness 
are  wanting.  Two  merchants,  one  importing  silver  and  the 
other  rice,  would  be  exposed  to  very  different  fluctuations  in 
the  proceeds  of  their  importations.  The  first  might  always  cal 
culate  within  5  per  cent,  what  silver  would  realize.  Whereas  rice, 
under  the  combined  influences  of  condition  and  season,  might 
at  one  time  yield  to  the  second  a  profit  of  100  per  cent.,  and  at 
another  be  unequal  to  repay  the  expenses  of  importation. 
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P.  Might  I  put  the  case  of  your  two  merchants  in  this 
way — that,  granting  each  of  them  to  have  a  capital  of  10,000/., 
it  would  be  imprudent  in  one  to  have,  by  means  of  credit, 
20,000/.  of  rice  at  risk  at  a  time,  while  it  might  be  prudent  in 
the  other  to  have  100,OOOZ.  of  silver  ? 

B.  We  can  readily  conceive  that  some  such  distinction  in 
the  use  of  credit  ought  to  be  observed  by  two  merchants  so 
differently  circumstanced.  And  although  it  is  desirable  that 
all  merchants  should  possess  the  qualifications  to  enable  them 
to  manage  their  business  with  safety  to  others  as  well  as  with 
profit  to  themselves,  it  is  plain  to  us  that  any  want  of  the 
requisite  qualifications  is  much  more  likely  to  be  brought  to 
light,  and  to  lead  to  ruin  and  disgrace,  when  the  commo 
dities  bought  on  credit  are  subject  to  great  fluctuations  of 
price. 

P.  If  I  do  not  misinterpret  your  views,  you  lean  to  the 
opinion  that  the  use  of  credit  ought  to  be  adopted  to  a  very 
limited  extent  by  merchants  who,  besides  dealing  in  perishable 
commodities,  import  them  from  great  distances. 

B.  That  certainly  is  our  leaning,  because  to  bear  the  occa 
sional  heavy  losses  to  which  such  importations  are  exposed, 
the  capital  and  accumulated  profits  ought  not  to  be  much  less 
than  the  value  of  the  merchandise  at  risk.  Credit  thus  re 
stricted  is  almost  nominal.  It  partakes  of  the  character  of 
that  which  is  taken  by  a  housekeeper  who  pays  his  bills  weekly 
merely  for  convenience  sake. 

P.  Had  you  any  special  reason  for  adding  "  conscientious 
ness  "  to  the  intelligence  and  caution  which  you  say  are  indis 
pensable  to  admit  of  the  use  of  credit  without  danger  ? 

B.  We  were  thinking  that  men  who  are  not  held  to  bo 
wanting  in  either  intelligence  or  caution  might,  if  unscrupulous, 
make  use  of  credit  so  largely,  that  their  ventures,  if  successful, 
would  bring  large  profits  to  themselves,  while,  if  unsuccessful, 
the  losses  would  fall  upon  others. 

P.  You  cannot  surely  expect  me  to  believe  that  a  man  may 
Tbc  intelligent  and  unconscientious  at  the  same  time !  Will  you 
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illustrate  your  moaning  by  an  example,  to  assist  nic  to  judge 
how  far  I  can  agree  with  you  ? 

B.  We  are  as  fully  persuaded  as  you  are  that  an  uncon- 
scicntious  man  cannot  be  intelligent  in  the  widest  and,  there 
fore,  in  the  true  sense  of  the  term  ;  but  he  may  be  in  a  popular 
though  narrow  and,  therefore,  false  sense  of  the  term.  We  might 
illustrate  our  meaning  by  the  example  of  a  merchant  who,  with 
very  limited  capital,  but  in  a  position  to  obtain  credit  to  a  groat 
extent,  should  purchase  largely,  previous  to  the  gathering  in  of  a 
crop — whether  of  grain,  or  cotton,  or  fruit.  His  sagacious  prog 
nostications,  concerning  the  probable  badness  of  the  crop,  are 
borne  out  by  the  result.  He  realises  a  large  profit.  Had  his 
expectations  been  thwarted  by  some  unlooked-for  change  in  the 
weather,  the  loss  would  have  fallen  upon  those  who  had  in 
cautiously  trusted  him.  His  use  of  credit  was  not  the  less  un- 
conscientious  because  he  gained.  It  is  to  guard  against  tho 
interpretation  of  intelligence  in  a  narrow  and  false  sense,  that 
we  say  intelligence  and  caution  must  be  accompanied  by 
conscientiousness  to  enable  the  benefit  of  credit  to  be  enjoyed 
in  safety.  We  would  rather  that  conscientiousness  were  held 
to  be  an  essential  ingredient  of  intelligence. 

P.  Is  the  same  caution  needful  in  the  use  of  credit  by  the 
manufacturer  ? 

B.  Unless  he  combine  mercantile  with  his  ordinary  business, 
he  need  only  calculate  and  prepare  for  the  fluctuations  of  prices 
during  the  time  required  for  manufacturing  processes — between 
the  buying  of  the  raw  material  and  the  sale  of  his  fabrics.  His 
exposure  to  risk  may  be  less  than  that  of  the  merchant  in  some 
respects,  while  greater  in  others.  His  factory,  with  all  its 
machinery  and  appurtenances,  the  fixed  capital  or  plant,  as  it 
is  sometimes  called,  forms  a  large  item  in  his  capital.  Should 
he  have  borrowed  on  the  security  of  that  part  of  his  capital, 
and,  besides,  purchase  his  raw  material  on  credit,  and,  for  the 
sake  of  extending  his  sales,  give  credit  on  what  he  sells,  we 
could  not  say  that  his  danger  might  not  be  fully  equal  to  that 
of  tho  most  adventurous  of  merchants,  Having  organized  his 
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works  on  a  scale  greatly  out  of  proportion  to  his  capital,  a  fail 
in  the  price  of  the  finished  fabric  weekly  turned  out  from  his 
factory  might  involve  him  in  loss  far  beyond  what  his  capital 
would  enable  him  to  bear.  He  cannot  extricate  himself  so 
readily  as  the  merchant  from  the  difficulty  of  his  position.  The 
merchant  when  he  begins  to  suspect  danger  discontinues  his 
purchases.  But  a  manufacturer's  suspension  of  purchases 
means  suspension  of  profit  from  all  that  part  of  his  capital 
which  is  immovable,  and  on  which,  if  he  have  borrowed,  he 
must  pay  interest. 

P.  There  are  some  manufacturers  who,  instead  of  owning 
their  factories  and  machinery,  pay  a  rent  for  the  occupation  and 
use  of  them.  Is  not  this  a  safer  arrangement  than  that  of  borrow 
ing  capital  on  the  security  of  their  own  capital  fixed  in  them  ? 
B.  The  undertaking  to  pay  rent  for  a  term  of  years,  with 
an  engagement  not  to  be  dispossessed  of  the  premises  and 
machinery  during  that  term,  and  a  loan  of  capital  for  the 
same  term  on  their  security,  with  an  engagement  that  the  loan 
shall  not  be  called  in  before  the  expiration  of  the  term,  appear 
to  differ  little  the  one  from  the  other,  as  regards  the  fixed 
liability  imposed  upon  the  manufacturer.  In  either  case,  he 
becomes  responsible  for  the  payment  of  a  fixed  annuity,  whether 
he  earn  a  profit  or  sustain  a  loss.  It  must  not  be  overlooked 
that  this  annuity,  although  intended  by  him  to  be  paid  out  of 
the  profit  which  he  expects  to  earn,  is  secured  upon  the  capital, 
making  it  all  the  more  urgent  that  the  acceptor  of  the  credit 
should  be  master  of  the  intelligence,  aptitude,  and  energy 
requisite  to  make  his  prospective  profits  all  but  certain, 
tempered  with  the  caution  to  prevent  his  being  crushed  by 
exceptional  or  temporary  losses  and  disappointments. 

P.  Carriers  by  land  and  water,  among  whom,  as  the  two 
largest  classes,  may  be  mentioned  railway  proprietors  and  ship 
owners,  are  also  acceptors  of  credit — sometimes  on  a  tolerably 
large  scale.  Do  you  know  of  any  great  dangers  to  which  they 
are  exposed  from  the  use  of  credit  ? 

13.  Danger  depends  at  all  times  more  upon  the  character 
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and  management  of  the  borrower  than  upon  the  line  of  business 
in  which  he  is  engaged.  A  railway  company  which  can  earn 
G  per  cent,  upon  the  whole  capital  embarked,  and  borrows  one- 
half  of  it  at  4  per  cent.,  is  able  to  pay  a  dividend  of  8  per 
cent,  upon  that  half  which  is  its  own,  bearing  in  mind  that  it  is 
responsible  for  the  whole  of  the  risk.  Another  company  which 
should  find  itself  unable  to  earn  more  than  3  per  cent,  with 
the  same  proportion  of  debt  at  4  per  cent.,  would  be  reduced  to 
a  dividend  of  2  per  cent,  for  its  own  proprietors.  If  the 
earnings  were  to  sink  to  2  per  cent.,  they  would  be  entirely 
absorbed  by  the  payment  of  interest  on  the  debt,  leaving  tho 
proprietors  dividend-less.  The  shipowners'  business  seems 
more  exposed  to  vicissitudes  than  that  of  the  railway  company. 
Supposing  the  profits  to  be  the  same  on  an  average  of  years, 
tho  earnings  of  each  year  might  vary  considerably,  chequered 
by  periods  of  loss  sufficiently  protracted  to  test  the  precautions 
of  all  who  are  accepting  credit. 

P.  We  have  been  talking  of  a  great  number  of  businesses, 
conscious  that  we  are  unacquainted  with  the  details  of  them. 
Do  you  think,  nevertheless,  that  you  can  make  out  any  prin 
ciples  which,  if  reduced  to  rules  or  precautions  for  avoiding 
danger  while  earning  profit,  ought  to  be  observed  by  all  who 
use  credit  or  become  borrowers  ? 

J3.  The  rules  or  precautions  which  ought  to  be  observed,  so 
far  as  we  can  judge,  resolve  themselves  principally  into  con 
siderations  of  tlje  time  stipulated  for  repayment  of  the  sums 
borrowed,  and  of  the  limit  which  ought  not  to  be  exceeded  as 
regards  the  proportion  of  the  capital  owned  to  the  credit 
accepted. 

P.  Will  you  specify  the  conclusions  which  you  think  may 
be  formed  under  both  these  heads,  beginning  with  that  of 
time  ? 

B.  The  time  at  which  an  acceptor  of  credit  engages  to 
repay  the  money  which  he  borrows  should  not  be  earlier  than 
that  at  which  he  is  assured  it  will  be  at  his  disposal  for  repay 
ment.  This  rule  is  neglected  by  those  who  borrow  money, 
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say  for  a  year,  and  apply  it  in  such  a  way,  say  in  deep-drain 
ing  or  in  erecting  improved  buildings  and  machinery,  as  that, 
however  profitably  employed,  it  could  not  be  at  their  disposal 
in  the  form  of  money  in  less  than  five  years.  They  depend 
upon  being  able  to  renew  their  loan  or  to  borrow  elsewhere  at 
the  end  of  a  year.  They  run  the  risk  of  placing  themselves 
entirely  in  the  power  of  their  creditors.  The  same  fault  would 
be  committed  by  a  shipowner,  who,  borrowing  for  a  short  time, 
expended  the  sum  borrowed  upon  a  ship  bound  for  a  distant 
voyage,  the  freight  of  which  could  not  be  looked  for  till  a  year 
after  his  debt  became  due. 

P.  And,  next,  as  to  the  proportion  which  the  amount  of 
credit  accepted  ought  to  bear  to  the  actual  capital  ? 

13.  This,  we  have  seen,  may  be  larger  in  some  businesses 
than  in  others.  The  rule  to  be  observed  by  all  who  would  bo 
honest  as  well  as  safe,  while  seeking  to  earn  profit,  must  be  to 
incur  no  responsibilities,  the  possible  losses  from  which  might 
be  heavier  than  their  capitals  could  sustain.  The  justification 
for  borrowing  at  all  is  the  probability,  approaching  to  certainty, 
that  profit  will  be  earned  through  the  loan.  The  limit  which 
ought  to  be  self-imposed  upon  the  borrower  is  not  to  hazard 
other  people's  capital  in  quest  of  profit  for  himself  to  such  an 
extent  that  his  own  capital  will  not  enable  him  to  sustain  the 
whole  of  any  loss  that  can  possibly  accrue.  To  expose  the 
capital  of  others  beyond  that  limit  without  their  consent  ex 
pressly  given  ought  to  deprive  him  who  is  guilty  of  so  doing 
of  any  title  to  the  character  of  an  honest  man. 

P.  In  the  arrangements  for  borrowing  and  lending,  the 
credit  given  is  in  very  many  cases  entirely  personal ;  the 
standing  of  the  parties  trusted,  as  regards  character  and 
capital  being  supposed  to  justify  a  reliance  upon  the  punctual 
payment  of  the  debts  incurred.  In  others,  a  lien  is  given  by 
the  borrower  upon  some  portion  of  his  capital  to  secure  the 
lender  against  loss  from  his  debtor's  insolvency.  The  lender 
of  the  money,  in  these  cases,  has  some  portion  of  the  land, 
buildings,  ships,  or  merchandise  vested  in  him  by  the  borrower 
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to  whom  tlicy  belong,  with  right  to  dispose  thereof,  should  the 
contract  not  be  fulfilled  by  the  punctual  payment  of  interest 
and  principal.  The  terms  on  which  loans  are  contracted 
assume  every  variety  of  form.  Loans  are  even  made  for  so 
short  a  time  as  a  day  ;  and  when  made  in  behalf  of  the  nation, 
of  cities  and  parishes,  and  of  some  of  the  large  railway  and 
other  public  companies,  the  payment  of  interest  in  perpetuity 
is  alone  stipulated,  and  no  provision  is  made  for  repaying  the 
principal.  Of  this  latter  kind  of  loan  we  will  talk  hereafter. 
I  call  your  attention  to  it  now  merely  that  you  may  be 
acquainted  with  the  wide  range  taken  in  borrowing  and  lending, 
from  one  day  to  an  unlimited  number  of  days.  Speaking  of 
loans  in  general,  as  made  for  shorter  or  longer  terms,  which  of 
the  two  should  you  expect  would  be  ventured  on  personal 
security,  and  which  would  only  be  made  if  guaranteed  by  a  lien 
on  some  description  of  property  ? 

B.  We  should  expect  that  the  shorter  the  period  for  which 
the  loan  was  made,  the  more  likely  would  the  lender  be  to 
trust  to  personal  security.  It  must  be  much  easier  to  judge 
whether  a  party  whom  you  believe  to  be  trustworthy  will  bo 
solvent  a  few  days,  or  a  few  weeks  forward,  than  after  the  lapse 
of  as  many  months  or  years. 

P.  Another  diversity  of  practice  prevails  in  the  arrange 
ments  between  borrowers  and  lenders,  especially  where  the 
credits  are  for  short  periods.  The  amounts  and  times  of  pay 
ment  being  settled,  the  engagement  to  pay  is  sometimes  made 
in  writing,  at  others  it  is  tacitly  implied  to  follow  in  some  usual 
course  of  trade.  When  the  engagement  to  pay  is  reduced  to 
writing,  it  is  generally  in  the  form  of  an  order  made  by  the 
seller  on  the  buyer  requesting  him  to  pay  to  him  (the  seller)  or 
to  his  order,  so  many  days  after  date,  the  sum  expressed.  That 
there  may  be  no  misunderstanding,  this  order  is,  to  use 
commercial  language,  accepted  by  the  buyer,  which  means  that 
he  acknowledges  the  debt,  and  engages  to  pay  it  at  the  expira 
tion  of  the  days  stipulated.  I  dare  say  you  know  the  namo 
which  is  given  to  such  an  order  as  I  have  described,  and 
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also  the  names  attached  to  the  different  people  who  become 
parties  to  the  order  ? 

B.  This  kind  of  order  is  called  a  bill  of  exchange.  The 
creditor  or  seller  on  trust  who  adopts  this  mode  of  obtaining 
payment  is  called  the  drawer.  The  debtor  or  buyer  who 
acknowledges  his  debt  and  engages  to  pay  it  is  called  the 
acceptor.  And  where  the  bill  passes  through  several  hands 
previous  to  its  liquidation,  each  party  who  writes  his  name  on 
the  back  is  called  an  endorser. 

P.  You  are  anticipating  a  question  that  I  was  about  to  put 
concerning  the  ways  in  which  these  bills  of  exchange  are  used. 
When  the  drawer  has  obtained  the  acceptance  of  his  debtor,  or 
when  he  has  drawn  the  bill  in  the  confidence  that  it  will  be  ac 
cepted,  does  he  sometimes  pay  it  away  to  a  creditor  of  his  own  ? 

B.  Yes :  and  in  this  way  it  may,  like  money,  be  made  to 
assist  in  liquidating  many  debts.  Besides  the  security  of  the 
acceptor,  each  party  who  receives  the  bill  has  the  security  also 
of  all  the  endorsers  who  have  preceded  him,  he  in  his  turn 
giving  his  security  to  those  who  follow  him. 

P.  Do  you  mean  that  bills  of  exchange  are  received  as  money 
in  payment  of  debts  ? 

B.  "VVe  mean  that  they  circulate  from  baud  to  hand  in 
settlement  of  accounts  and  liquidation  of  debts ;  but  every 
debtor  remains  liable  to  the  creditor  whose  account  he  settles 
with  a  bill,  until  that  bill  has  been  paid. 

P.  Subject  to  that  liability,  may  bills  of  exchange  be  con 
sidered  as  substitutes  for  money  ? 

B.  Partially  only,  inasmuch  as  allowance  must  be  made  in 
the  shape  of  interest  for  the  time  to  elapse  till  the  bill  becomes 
due.  But  they  afford  facilities  for  borrowing  and  lending,  and 
for  purchasing  on  credit;  and  thereby  may  be  said  to  co-operate 
with  money  in  liquidating  debts. 

P.  Can  you  explain  how  bills  of  exchange  are  made  to  do 
part  of  the  work  of  money,  for  that  I  take  to  be  your  meaning 
when  you  say  that  they  co-operate  with  money  ? 

B.  We  may  suppose  a  merchant  to  have  made  numerous 
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sales  on  credit,  and  to  have  in  his  possession,  as  the  fruits  of 
them,  numerous  hills  upon  other  merchants,  due  in  one,  two, 
three,  four,  five,  and  six  months.  These  bills  have  so  far  done 
the  work  of  money.  He  wishes,  in  his  turn,  to  make  some 
purchases.  He  selects  the  commodities,  settles  the  prices,  and 
then  negotiates  the  payment.  If  the  sellers  consent  to  take  his 
hills,  the  use  of  money  is  again  dispensed  with.  The  sellers, 
however,  might  require  money,  or  they  might  fear  to  trust  him 
for  the  whole  amount  of  his  purchases.  The  bills  of  exchange 
in  the  buyer's  possession  give  him  a  choice  of  two  ways  of 
meeting  the  wishes  of  those  from  whom  he  is  purchasing.  Ho 
may  part  with  some  of  his  bills  to  them,  finding  them  willing  to 
receive  bills  of  exchange  in  part  payment  of  his  purchases.  Or 
he  may  borrow  money  from  others  on  the  security  of  these  bills, 
and  pay  for  his  merchandise  in  cash. 

P.  Does  it  appear  to  you  that  the  merchant  who  uses  his 
bills  of  exchange  in  this  way  is  a  borrower  ? 

13.  He  is  as  much  a  borrower  when  he  receives  merchandise 
or  money  in  exchange  for  his  bills,  as  ho  is  a  lender  when  he 
receives  bills  in  payment  for  his  own  merchandise  or  money  ; 
and  he  owes  it  to  himself  and  to  others  to  exercise  all  that 
caution  which  is  called  for  by  the  double  process  of  taking  and 
giving  credit. 

P.  Supposing  bills  of  exchange  to  inspire  the  fullest  confi 
dence,  are  they  always  taken  with  equal  readiness  instead  of 
money  ? 

7?.  Something  else  besides  the  goodness  of  the  bill  has  to  be 
taken  into  consideration  before  that  question  can  be  answered. 
An  unexceptionable  bill  of  exchange  will  be  taken  as  readily  as 
money,  provided  a  deduction  be  made  for  interest  proportioned 
to  the  time  which  has  to  elapse  before  the  bill  becomes  due. 
Assuming  the  current  rate  of  interest  to  be  4  per  cent,  per 
annum,  a  bill  of  1000L,  if  due  in  six  months,  would  be  equivalent 
to  980/.  cash,  if  in  three  months  to  990/.,  and  if  in  six  weeks 
to  995/.  cash. 

P.  When  it  does  not  suit  sellers  to  receive  payment  except 
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in  cash,  you  said  the  would-be  purchasers  on  credit  might 
obtain  money  for  their  bills  from  other  parties  ? 

B.  It  is  well  known  that  there  always  are  people  on  the  look 
out  to  earn  interest  by  making  loans  on  good  security,  just  as 
much  as  there  are  others  who  want  to  borrow  and  are  prepared 
to  pay  interest  on  what  they  borrow.  Unexceptionable  bills  of 
exchange  afford  a  most  convenient  medium  for  borrowing  and 
lending. 

P.  When  the  holder  of  bills  of  exchange  disposes  of  them 
for  money,  is  there  not  a  name  which  is  sometimes  specially 
applied  to  the  transaction  ? 

B.  He  is  said  to  discount  them.  There  is  this  advantage 
attached  to  the  security  of  a  bill  of  exchange  :  the  holder  of  it 
knows  that  as  it  approaches  maturity  it  becomes  more  and 
more  an  object  of  desire  with  those  who  wish  to  lend.  When, 
therefore,  he  receives  or  buys  or  discounts  a  bill  at  six  months 
date,  he  knows  that,  should  he  wish  to  sell  or  discount  it  a  few 
weeks  before  it  becomes  due,  the  rate  of  interest  which  he  will 
have  to  pay  will  most  likely  be  lower  than  what  he  received  on 
taking  the  bill ;  the  opportunity  of  making  loans  on  good 
security  for  short  terms  being  generally  much  sought  after. 

P.  Does  not  the  use  of  bills  of  exchange,  besides  affording 
a  medium  for  borrowing  and  lending,  introduce  a  great  con 
venience  and  saving  in  commercial  dealings,  especially  in  thoso 
between  distant  countries  ? 

B.  It  does.  If  the  use  of  bills  of  exchange  had  never  been 
thought  of,  there  would  be  no  alternative  but  sending  money  to 
and  fro  on  each  occasion  of  an  import  and  export  of  commodi 
ties,  or  reverting  to  barter  in  the  place  of  buying  and  selling. 

P.  I  should  like  to  hear  you  explain  how  bills  of  exchange 
are  made  to  take  the  place  of  money  in  buying  and  selling. 
The  trade  between  two  such  countries  as  England  and  Australia 
is  well  fitted  to  furnish  examples  of  the  manner  in  which  this 
is  done.  The  two  countries  are  distant  from  each  other.  And, 
as  the  money  circulating  in  both  is  of  the  same  denomination, 
you  will  be  spared  the  necessity  of  showing  how  money  of  one 
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denomination  is  brought  to  pay  debts  contracted  in  money  of 
another.  Let  us  first  see  how  the  trade  between  the  two  coun 
tries  would  be  conducted  if  there  were  no  bills  of  exchange  ? 

B.  To  begin  by  putting  the  matter  in  its  simplest  form,  we 
may  suppose  the  principals  in  the  trade  to  reside  in  one  of  the 
countries — say  in  England.  The  exporting  merchants  would 
send  out  manufactured  goods,  and  receive  back  their  value  in 
sovereigns  or  in  uncoined  gold  of  like  weight,  and  the  importing 
merchants  would  send  out  sovereigns  and  receive  back  wool. 

P.  Is  there  any  occasion  even  for  bills  of  exchange  to  avoid 
sending  gold  to  and  fro  in  a  form  of  trade  so  very  simple  as  the 
one  that  you  have  selected  ?  Might  not  the  exporting  agree 
with  the  importing  merchant  that  they  would  settle  accounts 
with  each  other  ? 

B.  That  might  be  done  by  a  system  of  barter  such  as  pre 
vails  in  the  African  trade,  where  manufactures  and  gunpowder 
arc  exchanged  for  palm  oil,  ivory,  and  ground  nuts.  But  you 
do  not  mean  us  to  refer  you  to  that.  Excluding  all  thoughts 
of  mere  barter,  we  do  not  see  how  accounts  between  exporters 
and  importers  can  be  settled  without  bills  of  exchange  if  money 
is  not  to  be  transmitted  to  and  fro.  It  must  not  be  forgotten 
that  the  wool  has  to  be  bought  and  paid  for  in  Australia,  and 
the  manufactured  goods  to  be  sold  there,  not  to  the  same,  but 
to  very  different  sets  of  people.  To  avoid  the  transmission  of 
money,  authority  must  be  given  by  the  exporter  of  manufac 
tured  goods  to  his  correspondent  in  Australia  to  pay  over  the 
money  which  he  will  receive,  or  so  much  thereof  as  may  be 
needful,  to  the  buyer  and  exporter  of  wool  there,  to  enable  him 
to  pay  for  the  wool ;  and  that  authority  or  order  is  a  bill  of 
exchange,  or  tantamount  to  one. 

P.  Bills  of  exchange  or  authorities  or  orders  to  pay  being 
the  only  ways  of  saving  the  expense  of  sending  money  by  all 
who  would  import,  and  of  procuring  money  from  abroad  by 
all  who  export,  will  you  explain  how  they  are  used  for  this 
purpose  ? 

B.  The  English  exporter  wanting  to  obtain  payment  of  tho 
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money  which  his  merchandise  has  produced  in  Australia  draws 
a  bill  on  his  correspondent  there.  He  sells  this  bill  to  his 
neighbour  who  wishes  to  buy  wool  in  Australia.  The  pur 
chaser  of  the  bill  sends  it  out  to  his  correspondent  in  Australia, 
who  presents  it  for  payment,  and  receiving  the  money  applies 
it  to  pay  for  the  wool  which  he  has  purchased.  Thus  debts 
arc  paid,  wool  is  imported,  and  manufactured  goods  are  ex 
ported,  and  no  money  leaves  either  country. 

P.  Might  it  not  happen  that  the  values  of  the  imports  and 
exports  will  not  balance  each  other  ?  That,  for  example,  while 
the  value  of  the  exports  during  the  year  was  15,000,000?., 
that  of  the  imports  was  no  more  than  10,000,000?.  ? 

B.  Something  like  this  does  occur  in  our  trade  with  Australia, 
reckoning  their  gold  not  as  merchandise  but  as  money.  And 
accepting  your  figures,  the  payments,  as  far  as  10,000,000?.  of 
exports  and  the  like  value  of  imports  are  concerned,  would  be 
settled  by  bills  of  exchange,  while  5,000,000/.  of  the  exports 
would  be  paid  in  gold  coined  or  uncoined. 

P.  In  buying  and  selling  bills  of  exchange,  is  it  found  that 
the  money  for  which  the  bill  sells  always  corresponds  with  tho 
sum  for  which  it  is  drawn  ? 

B.  If  by  corresponding,  you  mean  is  exactly  the  same  as 
the  sum  drawn,  it  does  not ;  but  it  is  so  far  proportioned  to 
the  sum  drawn  that  the  values  of  bills  of  exchange,  differing  in 
no  other  respects,  will  be  proportioned  to  the  sums  for  which 
they  are  severally  drawn. 

P.  What  are  the  circumstances,  then,  which  will  cause  bills 
drawn  for  similar  amounts  to  vary  in  value  ? 

B.  Buyers  of  bills  might  be  more  confident  that  one  bill 
would  be  paid  at  maturity  than  they  could  be  of  the  payment 
of  another.  Even  where  buyers  should  feel  no  great  uneasi 
ness  about  the  eventual  return  of  their  money  to  them,  their 
object  in  buying  bills  being  to  discharge  debts,  or  to  provide 
funds  for  making  profitable  purchases,  the  extent  of  the  differ 
ence  that  they  would  make  for  perfect  security  can  be  more 
easily  imagined  than  measured. 
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P.  Arc  there  any  other  circumstances  which  may  affect  the 
values  of  bills  ? 

7J.  The  terms  for  which  they  are  drawn.  Suppose  two  hills 
of  exchange  for  1,OOOJ.  each  to  he  drawn  upon  Australia,  one 
at  six  months'  date,  the  other  at  three  months,  the  rate  of 
interest  in  Australia  being  8  per  cent,  per  annum,  evidently  a 
purchaser  would  give  2(M.  more  for  the  shorter  than  for  the 
longer  bill. 

P.  Would  no  other  circumstances  affect  the  values  of  bills  ? 
7>.  Something  would  depend  upon  their  being  greatly  in 
demand,  or  the  reverse ;  or  whether  the  supply  of  bills  was 
larger  or  smaller  than  usual.  But  the  supply  of  bills  as  com 
pared  with  the  demand  would  not  affect  the  relative  values  of 
different  bills  at  any  given  time.  It  would  rather  determine 
the  relative  values  of  similar  bills  at  different  times,  according 
as  the  supply  and  demand  of  bills  fluctuated. 

P.  Can  the  demand  for  bills  ever  be  in  excess  of  the 
supply  ? 

11.  Yes,  when  the  value  of  the  imports,  or  of  the  prepa 
rations  for  import,  exceeds  that  of  the  value  of  the  exports. 
P.  Can  the  supply  of  bills  ever  be  in  excess  of  the  demand  ? 
13.  Yes,  when  the  value  of  the  exports  exceeds  that  of  the 
imports. 

P.  Did  we  not  agree,  when  the  value  of  the  imports  ex 
ceeded  the  value  of  the  exports,  that  the  balance  would  be 
paid  in  gold  ;  and  when  the  value  of  the  exports  exceeded 
the  value  of  the  imports,  that  the  balance  would  be  received  in 
gold ;  and  that  thus,  in  either  case,  an  equilibrium  of  values 
would  be  established,  or,  in  other  words,  supply  and  demand 
would  satisfy  each  other  ? 

B.  We  did.    But  that  will  not  prevent  the  necessity  of  paying 
or  receiving  a  surplus  of  value  in  gold  from  producing  its  effect. 
P.  What  effect  are  you  referring  to  ? 

13.  People  in  England,  who  owe  money  to  people  in  Australia, 
in  their  anxiety  to  save  some  part  of  the  expense  of  sending 
money  thither,  would  offer,  if  necessary,  to  give  something  more 
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than  100Z.  for  a  1001.  bill.  Or  if  people  in  England  had  delta 
to  collect  from  Australia  they  would  gladly  take,  if  necessary, 
something  less  than  1001.  for  a  1001.  bill,  to  escape  the 
expense  of  bringing  the  money. 

P.  Do  you  know  what  name  is  given  to  the  excess  above 
1001. f  that  is  paid  for  a  bill  of  1001.,  or  to  the  deficiency 
below  1001.  which  is  taken  for  a  bill  of  1001.  ? 

B.  It  is  called  the  rate  of  exchange  ;  and  according  as  the 
money  paid  for  a  bill  corresponds  with  its  amount,  or  is  above 
or  below  that  amount,  bills  are  said  to  be  at  par,  or  above  or 
below  par. 

P.  Is  the  range  of  fluctuation  in  the  rates  of  exchange  as 
great  as  that  in  prices  ? 

B.  No.  Fluctuations  in  rates  of  exchange,  making  sepa 
rate  allowance  for  the  term  at  which  the  bill  is  drawn,  and  for 
want  of  confidence  in;  the  parties  to  the  bill,  are  limited,  or 
nearly  so,  by  the  expenses  at  which  money  might  be  transmitted 
to  liquidate  the  debt.  If  a  person  could  send  1001.  to  Sydney  at 
an  expense  of  21.,  he  would  hardly  give  much  more  than  1021. 
for  a  1001.  bill ;  nor  if  he  wanted  to  collect  100?.  due  to  him 
in  Sydney,  would  he  take  much  less  than  98^.  for  his  own  bill 
of  1001.  on  Sydney. 

P.  I  have  known  occasions,  although  I  admit  that  they  are 
and  must  be  of  rare  occurrence,  when  gold  was  to  be  seen 
going  backwards  and  forwards  at  the  same  time,  as  a  means  of 
accomplishing  the  purposes  of  importers  and  exporters.  Can 
you  conceive  why  so  expensive,  and  apparently  wasteful  a  pro 
ceeding  should  be  resorted  to  by  merchants,  who,  from  their 
position,  must  be  gifted  with  more  than  ordinary  intelligence  ? 

B.  We  certainly  cannot  attempt  even  to  guess  why  sensible 
men  should  submit  to  be  drawn  back  into  a  practice  long  ago 
abandoned,  and  which  has  been  superseded  by  another  more 
suitable  in  all  respects. 

P.  If,  in  some  remarkable  concurrence  of  circumstances, 
a  London  merchant,  dealing  in  corn,  or  cotton,  or  tea,  or  silk, 
thought  he  could  sec  his  way  clearly  to  a  profit  on  their 
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importation  of  between  50  and  100  per  cent.,  and  at  the  same 
time  felt  misgiving  as  to  the  solvency  of  the  parties  who  were 
prepared  to  sell  him  bills  of  exchange,  or  of  the  parties  abroad 
on  whom  the  bills  were  to  bo  drawn,  what  do  you  suppose  he 
would  do  ? 

13.  He  would,  of  course,  send  the  money  or  the  metal  con 
stituting  the  money  of  the  country  where  his  purchases  were  to 
be  made.  The  expense  of  its  transmission  would  be  small  in 
comparison  with  the  loss  and  disappointment  to  which  he  might 
be  exposed  through  the  non-payment  of  the  bills  paid  for  and 
remitted  to  enable  his  correspondent  to  execute  his  orders. 

P.  And  if  the  merchants  in  distant  countries  were  similarly 
circumstanced  in  regard  to  the  manufactured  articles  which 
they  wished  to  import  from  England,  what  would  they  do  ? 

13.  They  would  also  send  money  to  make  sure  of  receiving 
the  merchandise  which  they  were  desirous  of  importing. 

P.  To  what,  then,  would  you  attribute  that  apparent 
suspension  of  common  sense  exhibited  in  the  spectacle  of 
large'  sums  of  money  crossing  one  another  at  immense  cost  and 
inconvenience  to  their  owners  ? 

13.  To  a  fear  lest  the  money  needful  for  the  fulfilment  of 
their  orders  might  not  be  forthcoming  through  the  bills  of 
exchange  obtainable  by  them  for  remittance.  To  the  fear  of  a 
loss  so  great,  that  the  expense  of  sending  money  sinks  into 
insignificance  at  the  side  of  it.  To  a  suspension  of  confidence 
— of  that  upon  which  bills  of  exchange  and  all  other  forms  of 
borrowing  and  lending  must  rest. 

P.  On  some  future  occasion  I  will  call  your  attention  to  the 
arrangements  and  contrivances  which  have  been  adopted  to 
avoid  suspensions  of  confidence,  and  the  losses  and  incon 
veniences  to  which  such  suspensions  give  rise.  Meanwhile,  it  is 
good  for  us  to  see  the  confirmation  of  those  conclusions  already 
formed,  and  to  recognize — if  we  would  enjoy  all  the  benefits 
which  the  practice  of  borrowing  and  lending  can  place  at  our 
disposal — how  indispensable  it  is  that  trustworthiness  should 
widely  prevail  in  company  with  intelligence. 
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P.  IF  any  confirmation  had  been  required  of  the  importance  of 
a  general  prevalence  of  fidelity  in  the  performance  of  engage 
ments  combined  with  intelligence  in  forming  and  completing 
them,  we  had  it,  I  think,  in  our  last  conversation.  The  extent 
to  which  credit  is  used  is  in  itself  a  proof  that  conscientiousness 
and  intelligence  are  not  rare  qualities  among  us.  On  the  other 
hand,  the  calamitous  consequences  of  a  lack  of  those  qualities, 
which  are  perpetually  paraded  before  our  eyes  in  the  reports  of 
the  Bankruptcy  and  other  courts  of  law,  cannot  but  incline  us 
to  consider  whether  those  calamities  might  not  be  reduced 
henceforward  in  number  and  severity.  They  lead  us,  also,  to 
suspect  that,  great  as  are  the  advantages  which  we  derive  from 
the  judicious  use  of  credit,  they  would  be  much  greater  if  many 
cautious  men  were  not  deterred  both  from  giving  and  taking 
credit  by  their  inability  to  protect  themselves  against  those  who 
are  disposed  to  use  it  ignorantly,  incautiously,  and  fraudu 
lently.  Our  main  reliance  for  diminishing  and,  if  possible,  ex 
tinguishing  the  ignorance  and  unconscientiousness,  in  which 
misuse  of  credit  originates,  must  be  the  better  teaching  and 
training  of  the  young,  for  which,  on  other  grounds,  we  have  so 
often  admitted  there  is  need.  Meanwhile,  as  we  might  be 
assured,  the  less  timid  and  more  enterprising  portion  of  man 
kind  have  not  been  thoughtless  about  contrivances  for  securing 
themselves  against  loss  from  misuse  of  credit  by  those  with 
whom  they  are  induced  to  deal,  while  anxious  not  to  relinquish 
altogether  the  use  of  so  powerful  an  instrument  of  productions  a 
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credit  is  perceived  to  be.  People  can  scarcely  avoid  giving 
credit — even  where  they  conduct  their  business  on  the  principle 
of  taking  none.  The  purchase  of  a  bill  of  exchange  payable  at 
sight  involves  a  granting  of  credit,  however  slight  it  may  be. 
What  precautions  can  you  conceive  it  to  be  possible  to  take  by 
which  credit  may  be  given  with  so  little  risk  that,  practically, 
there  will  be  felt  to  be  no  risk  at  all  ? 

./>.  The  precautions  within  roach  to  assist  those  who  are 
intent  upon  giving  credit  can  be  little  more  than  inquiries  to 
ascertain,  if  not  already  known,  whether  the  parties  to  whom  it 
is  proposed  to  grant  credit  really  deserve  it ;  to  give  it  to 
them  if  they  do,  to  withhold  it  from  them  if  they  do  not. 

P.  When  people  lay  themselves  out  for  taking  credit,  is  it  a 
matter  of  indifference  to  them  whether  other  people  are  disposed 
to  give  it  to  them  or  not '? 

IL  It  cannot  be.  They  only  take  it,  because  they  wish  to 
have  it. 

P.  If  parties  who  wish  to  give  credit  will  only  give  it  when 
they  can  feel  quite  secure,  and  as  parties  who  wish  to  take  it 
can  only  obtain  it  by  inspiring  confidence  in  those  who  are  dis 
posed  to  give  it,  are  these  last  parties  likely  to  do  anything,  and 
what,  to  inspire  this  confidence,  and  to  attract  the  credit  which 
they  seek  for  ? 

7J.  They  are  likely  to  act  as  other  persons  act  who  devote 
themselves  to  some  particular  method  of  earning  an  income 
under  the  general  arrangements  that  have  grown  out  of  the 
adoption  of  division  of  labour. 

1\  How  is  this  ? 

B.  Either  to  follow  up  some  old  established  business  which 
has  been  found  to  answer,  or,  anticipating  some  new  want  or 
some  better  method  of  supplying  it,  to  make  known  to  the  public 
the  services  which  they  are  prepared  to  render. 

P.  The  want  felt,  as  just  stated,  is  to  give  credit  as  a  means 
of  earning  profit,  to  repose  trust  free  from  any  risk  that  the 
credit  is  not  fully  deserved — that  the  trust  will  not  be  abused. 
What  must  be  forthcoming  in  order  to  supply  this  want  ? 
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B.  Establishments  prepared  to  borrow  and  accept  trusts,  and 
so  organized  as  to  inspire  confidence  that  all  the  trusts  accepted 
will  be  faithfully  performed. 

P.  What  do  you  mean  by  establishments  ? 

B.  Associations  of  capitalists — companies  of  partners,  joint- 
stock  companies. 

P.  What  are  the  essentials  to  be  attended  to  in  the  forma 
tion  of  such  establishments  ? 

B.  A  large  capital;  and  partners  and  directors  of  well-known 
respectability  and  capacity,  retaining  in  their  employment  ser 
vants  who  will  not  only  do  the  work  assigned  to  them,  but  will, 
besides,  impress  the  public  with  a  sense  of  their  efficiency  and 
desire  to  be  useful. 

P.  Are  there  any  such  establishments,  and  what  are  they 
called  ? 

B.  They  exist  in  numbers,  and  are  known  by  the  name  of 

banks. 

P.  What  are  the  services  which  banks  undertake  to  perform  ? 

B.  To  take  charge  of  money,  documents,  deeds,  and  occa 
sionally  of  other  things  small  in  bulk  compared  with  their  value ; 
to  deliver  them  up  on  demand,  as  they  may  be  asked  for  from 
time  to  time ;  and  to  collect  money  due  to  their  customers  on 
bills  of  exchange,  and  make  payments  for  their  account  out  of 
the  money  held  on  deposit. 

P.  It  does  not  appear  to  me  that  any  capital  is  required  for 
the  performance  of  these  services. 

B.  Nor  is  there.  The  capital  is  required  to  inspire  confi 
dence,  without  which  customers  would  not  be  attracted.  Hav 
ing  the  capital,  they  employ  it  as  a  matter  of  course,  to  earn 
profit.  This  they  might  do  without  being  bankers.  The  foun 
dation  of  banking  business  is  ability  to  inspire  confidence — to 
obtain  credit.  A  banking  establishment  must  be  set  out  with  a 
view  to  inspire  confidence.  As  shops  are  set  out  with  a  view  to 
advertise  that  tea,  sugar,  pastry,  boots  and  shoes,  &c.,  are  to  be 
had  in  them,  so  banking  establishments  should  notify  where 
credit  may  be  given  without  risk. 
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P.  In  London  arc  established  the  Bank  of  England  and  a 
large  number  of  joint- stock  banks  and  banking  firms ;  every 
large  town  in  the  kingdom  has  its  banking  establishment ;  and 
some  towns  have  many,  besides  branches  of  the  Bank  of  Eng 
land.  It  being  the  purpose  of  these  establishments  to  take 
credit  and,  as  one  form  of  taking  credit,  to  give  bills  of  exchange 
for  money,  to  whom  should  you  expect  the  public  would  apply 
for  the  purpose  of  obtaining  bills  wherewith  to  discharge  their 
debts  or  make  their  payments  elsewhere  ? 

77.  Generally  to  some  of  those  banks,  so  as  to  make  sure 
that  the  bills  will  be  as  effective  in  liquidating  their  liabilities 
as  if  the  money  were  transmitted  for  the  purpose. 

P.  In  order  to  examine  the  transactions  between  the  public 
and  the  banks  in  their  simplest  forms,  you  may  take  as  an 
example  a  bank  which  has  branches.  Can  you  give  me  some 
idea  how  they  would  work  together  ? 

13.  Every  week  the  bank  might  sell  bills  on  each  of  its 
branches  for  100,000?.,  and  each  branch,  on  its  side,  might  sell 
bills  for  the  same  amount  on  the  bank.  The  money  received 
for  the  bills  drawn  would  servo  to  pay  the  bills  presented. 

P.  Is  it  to  be  expected  that  transactions  will  often  balance  one 
another  so  exactly  ? 

77.  Perhaps  not,  and  where  necessary  money  might  be  trans 
mitted  from  the  chief  bank  to  the  branches,  or  rice  versa,  or  from 
one  bank  to  another.  The  small  surplus  of  money  received 
above  that  disbursed,  or  of  money  disbursed  above  that  received, 
in  any  one  week  or  month,  would  mostly  be  followed  by  a  sur 
plus  in  the  opposite  direction.  The  occasions  where  the 
quantity  of  money  needful  for  the  circulation  of  commodities  has 
to  be  increased  or  diminished  in  any  town  or  district  are  rare  ; 
and  the  money  in  motion  from  town  to  town  to  restore  an 
equilibrium  of  values  between  the  merchandise  sent  out  and  the 
merchandise  brought  in  forms  a  small  percentage  upon  the 
value  of  the  merchandise  dealt  in. 

P.  Are  the  public  less  efficiently  served,  think  you,  where 
there  are  no  branch  banks  ? 

4—2 
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B.  No.  Where  the  bills  drawn  on  a  bank  exceeded  in 
amount  the  bills  purchased  of  it,  in  any  one  week  or  month,  it 
might  be  felt  that  the  current  would  set  in  an  opposite  direc 
tion  in  the  next  week  or  month  ;  hence  a  holding  back  of  the 
transmission  of  money  which  would  otherwise  be  made.  Or 
there  would  be  a  balance  to  obtain  payment  for  elsewhere  ;  and 
as  payments  and  receipts  are  principally  made  through  the 
banks,  the  fluctuating  balances  between  the  different  banks 
might  be  settled  among  themselves  with  very  little  movement 
of  money. 

P.  The  granting  of  bills  of  exchange  is  a  small  part  of  the 
services  rendered  by  banks  to  the  public.  The  taking  care  of 
their  money  is  another  part.  With  the  improved  methods  of 
conducting  business  in  our  times,  it  may  be  said  to  be  the 
most  important  part.  Before  you  can  thoroughly  understand 
the  importance  of  this  service,  you  ought  to  be  in  possession  of 
the  state  of  industrial  proceedings  out  of  which  the  call  for  it 
has  arisen.  Is  it  a  fact  that  large  sums  of  money  are  received 
by  banks  for  account  of  their  customers  ? 

B.  This  is  notoriously  the  case. 

P.  On  what  conditions  are  these  deposits  of  money  held  by 
the  banks  ? 

B.  One  condition  is  that  any  portion  or  the  whole  shall  be 
delivered  up  on  demand.  If  we  are  rightly  informed  of  the 
course  of  business  between  banks  and  their  customers,  it  is 
that  the  banks  pay  all  the  drafts  or  cheques  drawn  upon  them, 
and  receive  all  the  moneys  paid  into  them  by  their  customers  ; 
the  larger  part  of  the  drafts  drawn  upon  them  being  presented 
by  other  banks,  and  the  larger  part  of  the  money  paid  into 
them  being  by  drafts  on  other  banks.  In  those  cases  where 
payments  are  made  by  some  to  others  of  their  own  customers, 
they  simply  have  to  debit  some  and  credit  others  of  their  cus 
tomers,  according  to  the  cheques  on  themselves  paid  in :  the 
sum  of  money  at  the  bank's  disposal  being  neither  increased 
nor  diminished  by  such  cheques,  whatever  their  number  and 
magnitude, 
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P.  What  would  be  tlic  position  of  the  customers  of  banks, 
if  there  were  no  banks  ? 

13.  They  would  have  to  pay  and  receive  without  the  assistance 
of  banks,  and  in  money. 

P.  Does  the  establishment  of  banks  with  a  view  to  do  this 
work  supply  a  want  really  much  felt  ? 

B.  We  may  say  yes,  judging  by  the  number  of  banks  and 
the  eagerness  with  which  they  are  resorted  to,  especially  by 
merchants,  traders,  and  manufacturers,  who  would,  without  bank 
services,  have  to  employ  extra  clerks  to  collect,  to  count,  and 
to  pay  away  money. 

P.  Besides  the  collecting,  counting,  and  paying  of  money, 
would  people  be  obliged  always  to  keep  money  on  their 
premises  ? 

B.  They  could  scarcely  feel  sure  of  being  able  to  meet  all 
the  calls  for  money  on  them,  if  they  did  not  keep  some  in 
reserve. 

P.  Are  there  any  other  reasons  that  occur  to  you  why  a 
fund  of  money  should  be  kept  in  hand  or  at  call  by  most 
persons  in  business  ? 

B.  There  are  wages  and  charges  to  be  paid,  and  it  is  gene 
rally  thought  to  be  desirable  to  have  money  at  command  to 
seize  any  opportunity  considered  favourable  for  making  pur 
chases. 

P.  Might  not  an  occasion  of  this  latter  kind  be  met  by 
purchasing  on  credit  ? 

B.  Purchases  can  seldom  be  made  at  the  lowest  prices  ex 
cept  with  ready  money.  But  the  use  of  credit  introduces  a 
still  stronger  reason  for  keeping  in  hand  a  sum  of  money,  and 
which  should  be  larger  or  smaller  according  as  credit  is  much 
or  little  used.  A  merchant  who  has  bills  falling  due  upon  him 
at  the  rate  of  1,000/.  a  day,  and  money  payable  to  him  by  bills 
and  otherwise  at  the  same  rate,  would  scarcely  like  to  have 
less  money  in  hand  than  2,000/.  to  guard  against  casual  dis 
appointments,  and  to  give  him  time  to  provide  money,  if  need 
ful,  from  other  resources.  A  prudent  trader  who  takes  and 
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gives  credit,  acts  upon  this  principle  :  "My  own  engagements 
must  be  paid,  while  all  the  engagements  which  I  hold  upon 
others  may  not."  Hence  the  necessity  of  money  in  hand  by 
all  persons  in  business,  not  less  but  more  where  credit  is  taken, 
and  the  greater  according  as  the  credit  taken  is  greater. 

P.  Will  you  now  recapitulate  the  services  which  banks  pro 
fess  themselves  ready  to  perform  for  the  public  ? 

P).  To  provide  safe  keeping  for  the  money  and  documents 
confided  to  them,  making  themselves  responsible  for  this  safe 
keeping,  to  hold  them  on  the  condition  of  delivering  them  up 
on  demand,  to  make  all  payments  ordered  or  authorized  by 
each  customer  within  the  limits  of  the  money  deposited  with 
them  by  him,  and  to  receive  all  money,  drafts,  and  accepted 
bills  of  exchange,  which  he  pays  in  to  them,  and  collect  the 
amounts  of  these  latter  from  the  parties  who  have  made  them 
selves  responsible  for  their  payment,  and  credit  his  account 
with  the  same.  To  these  services  may  be  added  the  one  first 
mentioned,  the  supplying  of  bills  of  exchange  or  letters  of 
credit  which  may  be  relied  upon  with  as  much  confidence  as 
money  itself. 

P.  Have  you  not  introduced  a  new  term,  "  letter  of  credit  ?  " 
In  what  respect  does  this  differ  from  a  bill  of  exchange,  or  is  it 
the  same  thing  under  a  different  name  ? 

B.  It  is  not  a  bill  of  exchange,  although  it  serves  the  same 
purpose  in  what  is  considered  a  more  convenient  form  on 
particular  occasions.  A  merchant  may  be  of  excellent  standing 
among  his  neighbours,  and  yet  fail  to  inspire  that  enduring 
and  all  but  universal  confidence  which  attaches  to  a  well-estab 
lished  bank.  Wishing  to  make  purchases  at  some  distant 
port,  say  in  China,  and  knowing  that  his  correspondent  might 
have  some  difficulty  in  obtaining  money  to  reimburse  himself 
for  his  outlay  by  selling  bills  of  exchange  drawn  upon  him,  he 
obtains  from  a  bank  authority  to  draw  upon  it,  or  its  guarantee 
for  bills  drawn  upon  him.  Provided  with  this  means  of  in 
spiring  confidence,  he  feels  secure  that  bills  can  be  drawn, 
money  raised  by  the  sale  of  them,  and  the  purchases  effected 
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which  ho  requires  for  the  working  of  his  business.  The  bank 
is  careful  to  be  possessed  of  securities  corresponding  to  the 
obligations  which  it  incurs  on  account  of  its  customers. 

P.  Capitalists  once  associated  in  a  bank  to  perform  services 
like  these,  there  can  be  no  difliculty  in  understanding  that 
customers  will  be  attracted  to  them.  But  what  is  their  object 
in  preparing  themselves  to  confer  such  benefits  upon  society  ? 

J>.  The  same  object  which  induces  other  capitalists  to  engage 
in  other  industrial  pursuits — profit. 

P.  The  expense  which  they  are  at  to  do  their  work  efficiently 
is  notorious — witness,  their  substantial  and  handsome  premises, 
their  large  staff  of  cashiers,  accountants,  and  clerks.  What 
are  their  charges  which,  after  defraying  all  their  large  expenses, 
enable  them  to  realise  a  profit  commensurate  with  the  pains 
taken  to  earn  it  ? 

J'>.  They  make  no  charges ;  or  if  they  make  any  for  some 
of  the  few  things  which  they  do,  these  charges  are  so  trifling 
as  to  contribute  but  little  to  the  mass  of  profit  which,  as  it 
were,  bestows  itself  upon  them,  if  they  only  know  how  to 
gather  it  in. 

P.  Whence  comes  this  profit  which,  according  to  your 
account,  thus  drops  down  upon  them  ? 

B.  It  comes  from  the  interest  of  that  portion  of  their 
customers'  money  which  they  are  able  to  lend  out. 

P.  Are  banks  justified  in  lending  their  customers'  money, 
seeing  that  they  are  under  an  obligation  to  yield  it  up,  to  pay 
it  back  on  demand  ;  that  is,  when  asked  to  do  so  ? 

13.  We  take  it  for  granted  that  they  are,  for  they  all  do  it ; 
and  they  are  considered  to  be  respectable  thriving  men. 

P.  Would  it  redound  to  your  credit  as  students  engaged  m 
inquiries,  the  object  of  which  is  to  learn  how  men  ought  to 
conduct  themselves  in  every  relation  of  life  so  as  to  secure 
their  own  well-being  in  conjunction  with  that  of  society,  at  all 
events,  to  avoid  endangering  both,  to  assume  that  some  par 
ticular  kind  of  dealing  must  be  justifiable,  because  it  has 
hitherto  been  sanctioned  ? 
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13.  We  retract  that  assumption,  and  confess  that  we  ought 
not,  even  inadvertently,  to  have  given  in  to  it. 

P..  There  is  another  state  of  understanding,  not  without  a 
most  damaging  influence  upon  conduct,  which  it  behoves  you 
to  guard  against.  I  am  thinking  of  that  state  which  leads  its 
victim,  after  professing  acquiescence  in  some  principle  of  con 
duct,  to  act  without  remorse  or  uneasiness,  in  direct  opposition 
to  the  very  principle  professed.  One  bad  consequence  of  adopt 
ing  principles  in  words,  unaccompanied  by  the  resolution  of 
acting  up  to  them,  or  of  abandoning  them  as  unsound  and 
impracticable,  is  the  habit  of  passively  and  carelessly  assenting 
to  declarations  of  principles,  without  the  remotest  thought  of 
acting  upon  them,  or  of  ascertaining  whether  they  could  be 
acted  upon.  If  this  state  of  understanding  do  not  end  in 
unprincipled  conduct,  it  is  a  step  towards  it.  We  shall  do 
well,  before  proceeding  further,  to  go  over  again  some  of  the 
principles  which  we  have  adopted,  and  to  make  sure  of  the 
conduct  which  is  alone  reconcilable  with  them.  In  accepting 
credit,  what  have  we  said  ought  to  be  the  borrower's  or  debtor's 
state  of  mind  ? 

B.  To  feel  assured  that  his  means  of  paying  the  claims 
upon  him  when  due  will  be  forthcoming  with  at  least  as  much 
certainty  as  the  claims  will  be  made. 

P.  When  ought  the  merchants,  shopkeepers,  and  manu 
facturers,  who  accept  credit,  to  expect  that  claims  will  be  made 
upon  them  by  their  creditors  ? 

B.  On  the  very  day  that  the  term  for  which  the  credit  was 
given  expires. 

P.  If,  on  application  for  payment  of  money  due,  debtors  ask 
for  time,  or  make  excuses  for  delay,  instead  of  being  prepared 
to  pay,  what  should  you  think  of  them  ? 

B.  That  they  ought  no  longer  to  be  trusted,  that  their  con 
duct  was  discreditable. 

P.  If  the  money  demanded  were  for  an  acceptance  fallen 
due? 

B.  Its   non-payment,  unless   assented  to  by  the  holder  of 
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the  bill,  is  called  a  suspension  of  payment,  an  act  of  bank 
ruptcy. 

P.  When  arc  banks  bound  to  repay  the  money  which  they 
hold  on  trust  for  their  customers  ? 

B.  On  demand. 

P.  If,  on  the  demand  being  made,  they  were  unable  to 
comply  with  it,  what  would  be  your  judgment  upon  their 
management  or  conduct  ? 

]>.  That  it  was  either  ignorant  or  dishonest,  or  perhaps 
both. 

P.  Can  they  lend  their  customers'  money,  and  at  the  same 
time  be  prepared  to  surrender  it  up  on  demand  ? 

]>.  They  certainly  cannot ;  and  now  that  we  think  of  it,  we 
have  heard  that  a  run  upon  any  bank,  if  sudden  and  severe, 
would  be  almost  sure  to  stop  it.  We  must  confess  that  the 
principles  on  which  banking  business  is  conducted  are  a  puzzle 
to  us. 

P.  Which  is  the  more  satisfactory  state  of  mind  for  a  learner 
to  be  in — to  be  puzzled,  and  to  acknowledge  to  himself  that 
there  is  something  which  he  has  not  mastered ;  or  to  accept  a 
solution  utterly  irreconcilable  with  previous  admissions,  and 
which  contains,  although  unperceived,  an  element  of  danger 
liable  every  now  and  then  to  burst  forth  when  conduct  is 
influenced  by  it  ? 

13.  It  is  better  to  be  aware  that  we  have  not  completely 
mastered  our  subject,  to  be  led  thereby  to  further  study,  and 
to  cautious  conduct  if  destined  to  take  part  in  a  business  im 
perfectly  understood. 

P.  So  far  as  you  have  yet  learned,  can  you  justify  the 
conduct  of  bankers  in  lending  their  customers'  money  ? 

77.  Y/e  cannot.  Although,  as  they  do  so,  and  make  large 
profits,  while  their  customers  generally  suffer  no  harm,  wo 
imagine  that  they  are  justified,  although  we  cannot  explain 
how. 

P.  It  being  admitted  that  debtors  are  bound  to  be  prepared 
to  pay  all  the  claims  likely  to  be  made  upon  them,  do  you 
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sec  anything  to  distinguish  banking  from  non-banking 
debtors  ? 

13.  Nothing  except  that  people  do  not  claim  upon  their 
bankers  as  they  do  upon  their  other  debtors. 

P.  Am  I  to  understand  that  creditors  forego  the  claims 
which  they  have  upon  their  bankers  ? 

B.  No,  if  by  "forego  "  you  mean  "  abandon."-  Yes,  if  by 
"forego"  you  mean  "defer."  We  were  simply  adverting  to 
the  difference  in  the  conduct  of  creditors  to  their  bankers,  and 
to  their  other  debtors.  They  seem  as  intent  on  leaving  money 
in  the  custody  of  their  bankers  as  they  are  on  collecting  it 
from  their  other  debtors.  Possibly  the  conduct  of  banks  may 
be  somewhat  regulated  by  these  dispositions  of  their  creditors 
towards  them. 

P.  To  bring  all  the  light  of  which  you  are  possessed  to  bear 
upon  this  subject,  recall  what  we  agreed  must  be  the  state  of 
preparation,  as  regards  money,  among  people  in  business,  if 
they  were  without  banks  ? 

B.  They  must  always  have  a  sum  by  them  proportioned  to 
the  extent  of  their  transactions,  and  to  their  use  of  credit. 

P.  And  what  takes  place  when  they  make  use  of  banks  ? 

B.  Each  person  transfers  the  keeping  of  this  sum  of  money 
to  some  bank. 

P.  Does  he  constitute  the  banker  whom  ho  selects  his 
debtor  ? 

B.  He  does. 

P.  With  the  intention  of  calling  upon  him  to  repay  the  debt 
or  to  continue  his  debtor  ? 

B.  To  continue  his  debtor. 

P.  May  we  not,  then,  draw  some  distinction  between  the 
banking  and  non-banking  debtor  ? 

B.  We  see  it.  The  banking  debtor  has  been  constituted  a 
debtor  with  the  intention  of  leaving  him  a  debtor ;  while  the 
non-banking  debtor  is  as  sure  to  be  summoned  to  liquidate  his 
debt  as  the  banker  is  to  remain  in  debt. 

P.  Is  it  possible  that  the  banking  debtor,  who  is  aware  of 
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his  creditors'  clesiro  and  intention  to  retain  him  in  their  debt, 
may  be  justified  in  employing  his  customers'  money,  or  some 
portion  of  it  ? 

13.  It  certainly  is  not  impossible.  That  is  one  consequence 
of  liis  position  as  compared  with  that  of  a  non-banking  debtor. 

P.  Before  you  commit  yourselves  to  a  positive  justification 
of  him,  you  would  like  to  pursue  your  inquiry.  Let  me  ask, 
then,  may  we  make  sure  of  his  not  being  called  upon  to  sur 
render  possession  of  the  money  entrusted  to  him  ? 

13.  There  are  but  two  circumstances  which  we  can  think  of 
as  likely  to  occasion  the  withdrawal  from  a  bank  of  the  money 
deposited  with  it.  One,  the  fear,  well  or  ill-founded,  that  the 
bank  was  insolvent,  which  would  lead  to  a  withdrawal,  more  or 
less  rapid,  of  all  the  money  trusted  to  it.  The  other,  the 
insolvency  or  retirement  from  business  of  the  customer,  or  the 
transfer  of  his  account  to  some  other  bank. 

P.  Can  any  precautions  be  taken  against  the  first  of  these 
occurrences  ? 

13.  That  kind  of  management  which  establishes  and  main 
tains  a  good  character  for  the  bank,  a  large  capital,  publication 
of  accounts,  and  a  reserve  from  the  undivided  profits  of  years 
of  more  than  ordinary  prosperity.  These  are  the  precautions 
against  reasonable  fears.  It  is  to  be  hoped  that  we  have 
outgrown  unreasonable  fears,  the  only  safeguard  against  which 
is  the  removal  of  that  ignorance  which,  so  far  as  it  prevails,  is 
incompatible  with  banking  or  any  other  business  based  upon 
credit. 

P.  What  precautions  can  be  taken  by  a  bank  against  the 
withdrawal  of  customers  through  insolvency,  retirement  from 
business,  or  preference  for  another  bank  '? 

13.  We  hardly  know  that  any  need  to  be  taken.  Supposing 
ordinary  courtesy  and  attention  to  customers,  new  accounts 
will  compensate  for  the  closing  of  old  ones.  Zeal  in  the  per 
formance  of  duty,  both  by  masters  and  servants,  is  essential  to 
prosperity  in  banking  business  as  well  as  in  anything  else. 

P.  Admitting  that  the  known  state  of  mind  of  the  creditors 
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of  banks,  confirmed  by  the  results  of  many  years  experience, 
justifies  the  employment  by  the  banks  of  the  money  confided  to 
their  care,  are  they  justified  in  employing  it  as  if  it  were  their 
own  ? 

P>.  No.  They  must  confine  themselves  to  employing  it  as 
money  liable,  although  not  intended,  to  be  withdrawn  from 
their  custody. 

P.  Might  a  banker  engage  with  his  customers'  money  as  capi 
tal  in  the  business  of  merchant,  manufacturer,  or  ship-owner  ? 

B.  Certainly  not.  It  would  be  difficult  to  recall  capital  so 
engaged  in  time  to  satisfy  the  demands  of  customers  whose 
confidence  might  be  shaken  by  the  knowledge  that  a  part  of 
their  money  was  so  employed.  Besides,  the  banker,  justified 
as  he  is  allowed  to  be  in  employing  his  customers'  kmoney, 
must  not  risk  it  as  he  might  if  it  were  his  own.  He  must  shut 
himself  out  from  all  that  chance  of  extra  profit,  which  is  to  be 
had  by  incurring  avoidable  risk.  He  must  only  employ  it  in 
such  a  way  as  that  it  will  be  returnable  to  him  to  hand  over  to 
his  customers,  if  asked  for. 

P.  Excluded  from  these  ways  of  employing  the  money 
lodged  with  him,  what  other  ways  are  open  to  him  ? 

B.  No  ways  which  do  not  resolve  themselves  into  lending — 
lending,  too,  on  security  which  leaves  little  doubt  that  the 
money  will  be  repaid  punctually  at  the  expiration  of  the  time 
for  which  the  loan  had  been  contracted. 

P.  Is  the  risk  much  less  when  capital,  instead  of  being 
directly  employed,  is  lent,  although  the  capitalists  who  borrow 
it  only  borrow  in  order  to  employ  it  ? 

B.  It  must  be  less,  if  carefully  lent,  inasmuch  as  the  capital 
of  the  borrower  is  pledged  as  security  for  the  capital  lent,  the 
lender  foregoing  all  chance  of  profit  beyond  the  stipulated  interest, 
in  consideration  of  his  greater  security,  and  of  his  release  from 
the  responsibility  and  labour  of  superintendence.  The  greater 
security  of  the  lender  presumes  adequate  circumspection  on  his 
part  to  ascertain  the  character  and  means  of  the  borrower  in 
whom  he  confides. 
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P.  It  being  established  as  a  principle  of  bank  management 
that  the  funds  entrusted  to  banks  must  only  be  employed  on 
loan — must  not  be  embarked  in  any  ordinary  industrial  con 
cerns,  but  only  be  lent  to  those  who  conduct  them  and  assume 
the  risk  and  responsibility — we  must  next  ask  :  ought  bankers 
to  place  themselves  under  any  other  restrictions  ? 

7>.  Some  limit  should  be  fixed  to  the  length  of  time  for 
which  they  will  consent  to  lend.  They  must  not  lend  in  such 
a  way  as  to  be  unprepared  to  meet  any  probable  change  of 
mind  on  the  part  of  their  customers. 

P.  Can  you  state  what  that  limit  ought  to  be  ? 

1$.  You  can  hardly  expect  that  we  should  be  able  to  do  that. 
We  may,  perhaps,  be  able  to  point  out  the  kind  of  caution  which 
ought  to  be  exercised  by  bankers  in  order  not  to  incur  even 
a  remote  risk  while  striving  to  obtain  an  income  out  of  trust 
funds.  When  banks  have  been  established  for  many  years, 
during  the  whole  of  which  time  they  have  been  engaged  in 
borrowing  and  lending  money,  their  business  may  be  brought 
to  some  such  state  as  this  : — The  amount  owed  by  them  to 
their  customers  never  less  than  7,000,00(H.  ;  cash  retained  to 
provide  against  any  unexpected  drafts  upon  them,  1,000,000£. ; 
money  out  on  loan  for  various  terms,  the  longest  of  which  is 
six  months,  6,000,000/.,  and  sums  receivable  by  them  from 
loans  falling  due  at  the  rate  of  40,000/.  each  day  on  an  average. 

P.  Are  you  '  prepared  to  show  what  might  be  the  daily 
routine  of  a  bank  thus  circumstanced  ? 

B.  There  would  be  the  daily  payments  and  deposits  on 
account  of  their  customers,  and  the  daily  receipt  by  them  of 
40,000£.  out  of  the  6,000,OOOL  on  loan.  If  the  daily  deposits 
and  payments  on  account  of  their  customers  should  be  about 
equal,  there  is  no  reason  why  the  40,OOOL  on  loan  repaid  to  them 
should  not  be  lent  again,  so  as  to  earn  interest.  If  the  pay 
ments  to  their  customers  exceed  the  deposits,  so  as  materially 
to  encroach  upon  the  reserve  'of  1,000,000/.,  the  whole  or 
part  of  the  40,000/.  repaid  to  them  each  day  out  of  the  money 
on  loan  might  be  retained  to  prevent  the  cash  reserve  sinking 
much  below  the  requirecVamount.  If,  on  the  other  hand,  the 
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deposits  from  customers  steadily  exceeded  their  withdrawals, 
exhibiting  an  extension  of  the  bank's  business,  the  daily  loans 
might  be  increased,  the  cash  reserve  being  also  increased  so  as 
to  be  proportioned  to  the  increased  business. 

P.  Your  exposition  of  the  principles  on  which  a  bank  ought 
to  be  worked  seems  satisfactory  enough,  provided  opportunities 
arc  to  be  found  for  constantly  making  loans  for  the  short  periods 
to  which  you  confine  bankers.  Are  there  such  opportunities, 
and  how  do  they  arise  ? 

B.  In  buying  and  selling  it  is  a  custom,  where  credit  is 
given,  for  the  seller  to  draw  a  bill  of  exchange  upon  the  buyer, 
which  the  latter  accepts.  It  is  often  convenient  for  the  holders 
of  these  bills  to  obtain  money  for  them  before  they  become  due, 
and  they  present  the  very  kind  of  opportunity  which  suits  the 
banks.  When  these  bills  arise  out  of  the  internal  trade  of  the 
country  they  are  seldom  drawn  at  longer  dates  than  two  or 
three  months,  and  when  not  retained  by  the  drawers  till  due 
are  often  not  discounted  till  they  have  run  out  a  considerable 
portion  of  their  time.  The  bills  arising  out  of  the  foreign 
trade  are  drawn  at  longer  dates — say  from  two  to  six  months. 
Many  of  these  are  also  offered  to  the  banks  for  discount,  pre 
senting  to  them  an  opportunity  for  lending  in  the  very  form 
most  acceptable  to  them. 

P.  A  bank  in  a  large  way  of  business,  with  directors  and 
officers  qualified  to  conduct  it,  seems  certain  to  realise  a  large 
profit,  according  to  3-0111-  account.  Do  you  think  you  could 
form  some  estimate  of  what  that  profit  might  be  ? 

B.  6,000,000?.,  at  an  average  rate  of  interest  of  3  per  cent, 
per  annum,  would  yield  a  gross  profit  of  180,000?.  Taking  the 
paid-up  capital  of  the  bank  at  1,000,000?,,  invested  so  as  to 
yield  4  per  cent,  per  annum,  or  40,000?. ;  that  added  to  the 
180,000?.  would  give  220,000?.  per  annum.  Subtract  from  this 
sum  60,000?.  for  supposed  salaries  and  expenses  (including  pay 
to  the  directors),  and  there  would  remain  a  profit  of  160,000?., 
or  16  per  cent.,  to  be  appropriated  as  dividend  or  otherwise 
among  the  partners  or  shareholders. 
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P.  Wliat  length  of  time  would  it  take,  tliiuk  you,  to  get 
together  a  connection  capable  of  giving  the  results  you  have 
described  ? 

B.  It  could  only  be  the  growth  of  years.  Once  attained, 
steady  good  management,  with  ordinary  attention  to  keeping 
the  public  well  informed  of  the  general  state  of  the  bank,  will 
suffice  to  preserve  it. 

P.  Would  you  be  surprised  to  learn  that  the  originators  of 
some  of  the  banks  lately  established,  after  such  profits  had  been 
earned,  have  endeavoured  to  attract  customers  by  offering  to 
allow  a  low  rate  of  interest  on  deposits,  besides  performing 
without  charge  all  the  other  ordinary  banking  services  ? 

J>.  No.  If  there  be  capitalists  and  men  of  capacity  in  other 
commercial  walks  earning  a  rate  of  remuneration  much  below 
that  enjoyed  by  banks  and  their  directors  and  servants,  it  is  to 
be  expected  that  some  of  these  will  strive  to  mend  their  position 
by  offering  additional  advantages  as  inducements  to  the  public 
to  support  their  efforts  for  the  establishment  of  other  banks. 

P.  You  can  tell  me,  I  dare  say,  which  kind  of  account  you 
would  prefer  if  you  were  bankers :  one  fluctuating  greatly — 
perhaps  between  300/.  and  3,000/. ;  or  one  that  never  fell 
below  GOO,  nor  exceeded  1,000/.  ? 

D.  The  steadier,  of  course  ;  so  that  we  might  rely  with 
greater  certainty  upon  the  money  available  to  be  lent  out  at 
interest. 

P.  It  may  gratify  you  to  learn  that  the  projectors  of  the 
banks  last  established  in  this  country  have  shown  an  anxiety  to 
attract  the  class  of  customers  which  you  would  prefer.  These 
banks,  accordingly,  offer  interest  to  each  depositor  on  the 
minimum  balance  in  their  custody  during  the  half  year,  at  the 
rate  of  two  per  cent,  per  annum,  if  that  balance  be  not  less 
than  500/.,  or  at  the  rate  of  one  per  cent,  if  it  be  not  less  than 
800/.  How  does  this  offer  accord  with  your  notions  ? 

B.  Very  well,  since  it  is  the  minimum  balance  of  each  of 
their  customers  which  the  banks  may  venture  to  lend,  the 
surplus  being  probably  a  near  approach  to  the  reserve  of  cash 
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retained  unlcnt.  The  smaller  rate  of  interest  on  the  smaller 
balance,  and  the  withholding  of  interest  on  balances  less  than 
300/.  would  be  on  account  of  the  smallness  of  the  banking 
profit  on  small  accounts  in  comparison  with  the  estimated 
worth  of  the  banking  services. 

P.  The  accounts  between  banks  and  their  customers  of 
which  we  have  been  speaking  are  called  drawing  accounts,  to 
distinguish  them  from  another  class  of  accounts  which  have 
arisen  out  of  modern  practice,  called  deposit  accounts.  Most 
of  the  joint-stock  banks  announce  their  readiness  to  receive 
money  on  the  condition  of  its  being  returnable  to  the  depositors 
at  seven  or  some  small  number  of  days'  notice,  allowing  interest 
for  the  same  at  a  rate  one  per  cent,  below  the  market  rate,  or 
the  rate  at  which  they  are  prepared  to  lend.  Which  of  the 
two  sets  of  funds,  do  you  think,  require  the  greater  caution  by 
the  banks  in  lending — those  which  may  be  withdrawn  without 
notice,  or  those  for  the  withdrawal  of  which  notice  must  be  given  ? 

B.  Those  which  may  be  withdrawn  without  notice. 

P.  If  it  were  to  be  made  known  to  you  that  the  monies 
placed  with  the  banks  on  deposit  accounts  were  intended  for 
profitable  employment,  deposited  merely  for  the  sake  of  obtaining 
some  interest  while  awaiting  a  favourable  opportunity,  whereas 
the  monies  on  drawing  accounts  were  intended  to  be  constantly 
kept  up  to  a  certain  amount :  would  you  not  be  led  to  recon 
sider  your  answer  ? 

B.  Yes,  and  to  alter  it  too.  For  clearly  we  should  have 
hurried  to  a  false  conclusion  by  fixing  our  attention  ex 
clusively  on  the  difference  between  withdrawal  without  notice 
and  withdrawal  after  notice. 

P.  Ought  bankers  to  lend  monies  placed  with  them  on 
deposit  accounts  as  freely  as  those  placed  with  them  on  draw 
ing  accounts  ? 

13.  No,  if  we  are  to  understand  by  monies  placed  on  draw 
ing  accounts,  the  balances  only  which  are  regularly  standing 
at  the  credit  of  their  several  customers.  We  don't  see  very 
clearly  how  they  can  be  justified  in  lending  deposit  money  for  a 
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longer  time  than  that  for  which  it  is  fixed  with  them.  Being 
protected  against  an  unlocked  for  run  upon  them  by  the 
depositors'  engagements  to  give  notice,  there  is  less  necessity 
for  retaining  money  in  hand ;  but  being  more  exposed  to  be 
drawn  away,  there  is  greater  necessity  to  limit  the  term  for 
which  deposit  money  is  lent. 

P.  May  I  record  it  as  your  opinion,  so  far  as  you  can  judge, 
that  the  licence  allowed  by  banks  to  their  customers  to  reclaim 
without  notice  the  whole  of  their  money  on  drawing  accounts, 
and  the  restriction  imposed  upon  them  to  give  notice  previous 
to  the  withdrawal  of  deposit  money,  are  what  may  be  considered 
safe  for  the  first,  and  necessary  for  the  second  ? 

//.  You  may.  The  propriety  of  inviting  the  latter  to  accede 
to  come  restrictions  under  which  it  will  suit  them  to  come 
consistently  with  their  other  engagements,  is  indisputable. 
Deposit  money  is  meant  to  be  withdrawn.  And  the  banks  can 
afford  to  allow  a  rate  of  interest  somewhat  dependent  upon  the 
term  for  which  depositors  will  undertake  to  leave  their  deposits 
undisturbed.  The  licence  given  by  the  banks  to  their  customers 
on  drawing  accounts  being  founded  upon  the  persuasion  that  the 
balances  hitherto  permanent  will  be  maintained,  the  design  in 
granting  it  has  been  to  associate  with  the  luxury  of  a  banking 
account  the  feeling  in  every  customer  that  he  always  has  his 
own  funds  to  resort  to  in  case  of  any  pressing  emergency. 
Without  this  licence,  banking  conveniences  would  be  deprived 
of  some  portion  of  their  attractions,  and  might  be  less  coveted 
by  the  public. 

P.  Light  may  be  thrown  upon  the  rules  which  ought  to  guide 
the  conduct  of  bank  managers  by  examining  some  of  the  results 
of  other  facilities  offered  to  the  public.  Here  is  one  on  a  large 
scale.  The  weekly  statements  published  by  the  Bank  of 
England  show  that  there  is  always  in  circulation  upwards  of 
600,OOOZ.  of  its  "  seven  day  and  other  bills."  The  Bank  is 
always  under  engagement  to  that  extent  for  money  which  it  has 
received.  The  signification  of  this  is,  that  the  public,  con 
tinually  desiring  to  use  these  bills  as  a  convenient  medium  for 
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making  payments,  purchase  now  ones  as  regularly  as  the  old 
are  presented  for  payment  at  the  Bank,  thus  retaining  in  con 
stant  use  more  than  600,0007.  With  this  knowledge  in  their 
possession,  do  you  think  the  Bank  directors  may  safely  lend  the 
whole  or  any  part  of  this  money  ? 

13.  They  may  certainly  lend  the  larger  part  of  it,  as  fast  as 
they  receive  it,  for  a  period  not  exceeding  seven  days,  or  the 
term,  whatever  it  may  he,  at  which  their  bills  are  issued.  In 
combination  with  other  business,  they  might  lend  for  a  longer 
period,  resting  upon  the  reserve  kept  for  remote  contingencies. 

P.  What  would  be  your  principal  justification  for  the  lend 
ing  of  any  portion  of  this  G00,000?.  for  more  than  seven 
days? 

J5.  The  knowledge,  acquired  by  long  experience,  that  the 
public  will  constantly  ask  for  a  certain  quantity  of  this  medium 
for  making  their  payments.  It  is  experience  similar  to  this 
which  induces  bakers,  butchers,  pastry-cooks  and  fruiterers  to 
provide  a  daily  supply  of  the  perishable  commodities  on  the  dis 
posal  of  which  they  depend  for  their  profit  and  subsistence. 

P.  When  it  is  wished  to  imply  unbounded  confidence  in  the 
solidity  of  any  mercantile  establishment,  "  as  good  as  the 
Bank  of  England "  is  not  an  uncommon  expression.  The 
solidity  of  banks  being  granted,  the  charge  for  issuing  inland 
or  domestic  bills  of  exchange  for  the  purposes  of  remittance 
being  in  all  cases  trifling,  in  many  nil,  the  inducement  of  the 
public  to  apply  for  them  so  regularly  that  the  banks  will  always 
be  debtors  for  a  considerable  sum  of  money  is  obvious.  The 
inducement  of  the  public  to  resort  to  banks  to  obtain  interest 
for  short  periods  on  sums  of  money  which  they  cannot  imme 
diately  employ  in  their  own  business  is  also  obvious.  Equally 
obvious  is  the  inducement  of  the  public  to  resort  to  banks  for 
the  safe  custody  of  the  money  which  they  would  otherwise  keep 
on  their  own  premises,  coupled  as  it  is  with  the  offer  from  the 
bank  to  pay  their  drafts  on  demand  and  to  collect,  charge  free, 
what  is  due  to  them  on  drafts  and  bills  of  exchange.  Does  it 
appear  to  you  that  the  banks  may  safely  and  conscientiously 
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lend  out  tlio  money  thus  held  on  trust,  so  as  to  pay  all  their 
expenses  and  retain  a  surplus  as  profit  ? 

1).  Experience  has  shown  that  they  may  do  this  both  safely 
and  conscientiously.  The  reasons  why  they  are  trusted  must 
never  he  lost  sight  of,  and  the  public  must  be  kept  assured 
that  the  reasons  which  first  took  them  to  a  bank  exist  to  retain 
them  there.  Subject  to  these  cautions,  the  lending  of  money 
will  be  regulated  by  the  probabilities  of  the  length  of  the  time 
for  which  the  banks  may  rely  upon  its  being  continued  with 
them  by  the  public.  The  money  in  their  custody  from  the 
drawing  accounts  of  their  customers  is  evidently  the  fund  on 
which  they  can  depend  with  the  greatest  security. 

P.  I  may  mention  to  you  something  in  comfirniatiou  of  your 
last  statement.  There  is  a  class  of  establishments  which  have 
sprung  up  in  modern  times.  They  are  not  called  banks,  inas 
much  as  they  have  no  drawing  accounts,  and  themselves  arc 
customers  of  banks  for  banking  services ;  but  they  borrow  and 
lend.  They  transact  business  similar  to  that  which  is  repre 
sented  by  the  deposit  accounts  of  the  banks.  They  borrow 
at  one  rate  and  lend  at  a  higher.  They  accept  money  on 
condition  of  repaying  it,  sometimes  at  stipulated  periods,  some 
times  at  a  certain  number  of  days'  notice,  and  sometimes 
whenever  it  shall  be  asked  for,  or,  as  it  is  technically  expressed, 
on  call;  and  they  discount  bills  and  lend  on  securities.  They 
are  generally  known  as  discount-houses,  taking  their  name  from 
the  business  in  which  they  are  principally  engaged.  And  as  a 
higher  rate  of  interest  is  obtainable  on  long  bills,  they  do  not 
exclude  themselves  from  this  employment  of  the  money  trusted 
to  them.  Do  you  perceive  any  danger  beyond  that  of  a  banking 
business  to  which  a  discount-house  is  exposed  ? 

P>.  The  danger  of  being  called  upon  to  pay  obligations  from 
which  there  is  no  escape,  while  they  hold  bills  only,  instead  of 
money  wherewith  to  meet  them. 

P.  Cannot  they  re- discount  their  bills  ? 
7A  That,  of  course,  is  what  they  are  driven  to  do,  and  what 
it  may  be  supposed  they  can  do  without  much  difficulty. 

5—2 
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P.  Would  you  say  that  such  a  difficulty  might  not  occur  ? 
Is  it  not  possible  that  bills  should  be  drawn  at  times  for  an 
amount  that  could  not  be  discounted  at  other  times,  however 
urgently  the  money  might  be  required  ? 

B.  That  thought  did  not  occur  to  us.  A  discount-house 
would,  we  presume,  be  alive  to  it,  otherwise  a  suspension  of 
payments  might  become  inevitable. 

P.  You  can  imagine  the  efforts — the  frantic  efforts  that 
would  be  made  to  avert  such  ruin,  the  applications  to  friends 
and  banks,  and  particularly  to  the  largest  of  banks — the  bank 
which  has  been  superstitiously  believed  to  be  capable  of  pro 
viding  money  ad  libitum.  Discount-houses  thus  disgracefully 
circumstanced  have  been  ignorant  enough  to  be  unconscious 
that  the  dilemma  in  which  they  were  involved  was  of  their  own 
manufacture.  They  have  attributed  it  to  a  scarcity  of  money 
originating  in  causes  beyond  their  control,  not  to  promises  of 
payment  made  by  themselves  in  excess  of  what  they  could  per 
form.  These  men  may  be  very  expert  in  their  daily  negotiations 
between  borrowers  and  lenders,  keen  to  establish  a  wide  differ 
ence  between  the  rates  of  interest  at  which,  they  borrow  and 
the  rates  at  which  they  lend,  and  clever  in  managing  to  have 
as  small  a  portion  as  possible  of  their  funds  on  hand  earning 
no  interest.  But  you  can  guess,  I  dare  say,  where  they  show 
in  their  management  a  want  of  more  knowledge  and  capacity  of 
self-guidance  ? 

13.  You  mean  that  knowledge  of  principles  which  would  keep 
them  alive  to  the  necessity  of  so  restricting  their  loans  of  the 
money  trusted  to  them,  as  that  it  shall  always  be  returnable  to 
them  before  they  can  be  called  upon  to  pay  it  away  in  fulfilment 
of  their  own  engagements. 

P.  You  will  be  pleased  to  learn  that  it  is  made  a  point  of 
honour  by  our  best  banks  so  to  conduct  their  business  as 
never  to  re-discount  bills  which  they  have  discounted.  When 
they  discount  bills,  they  discount  them  in  the  conviction  that 
they  can  hold  them  to  maturity.  Their  only  creditors  arc 
their  customers.  All  others  with  whom  they  have  dealings  are 


ON     BANKING.  GO 

thuir  debtors.  To  re-discount  a  bill  is  to  become  liable  to 
another  for  its  payment  in  course — to  be  his  debtor,  openly 
or  in  disguise,  actually  or  conditionally.  The  banks  of  which 
we  have  hitherto  been  speaking  conduct  their  business  for  the 
sake  of  the  profits  which  they  expect  to  earn.  But  are  there 
not  some  banks  where  the  business  is  conducted  without  any 
view  to  banking  profit  ? 

B.  There  are  the  savings-banks,  the  latest  established  among 
which  are  the  post-office  savings-banks.  The  interest  which 
they  receive  in  excess  of  what  they  allow  to  depositors  is  sup 
posed  to  be  all  absorbed  by  the  expenses  of  management. 

P.  Why  is  not  the  interest  allowed  to  depositors  reduced  so 
as  to  leave  a  margin  of  banking  profit  after  the  payment  of 
expenses  ? 

B.  Because  the  object  for  which  these  banks  have  been 
established  is  to  provide  safe  and  easily  accessible  places  of 
deposit  for  small  savings,  and  to  afford  to  depositors  the  largest 
possible  rate  of  interest  on  their  deposits. 

P.  Is  the  rate  of  interest  allowed  to  depositors  in  savings- 
banks  much  larger  than  that  allowed  to]  depositors  in  other 
banks,  since  no  profit  is  attempted  to  be  retained  ? 

B.  No.  We  have  always  understood  the  rate  to  be  rather 
lower,  than  otherwise.  The  post-office  savings-banks,  the  last 
established,  and  intended  to  afford  the  best  security,  and 
greatest  convenience  to  depositors,  allow  no  more  than  2J  per 
cent.,  or  sixpence  for  each  pound  per  annum.  They  receive 
sums  as  small  as  a  shilling,  but  do  not  allow  interest  on  frac 
tious  of  a  pound. 

P.  How  do  you  account  for  the  absence  of  banking  profit, 
if  the  rate  of  interest  allowed  to  depositors  is  so  small,  while 
interest  on  the  fractions  of  a  pound  is  not  conceded  ?  The 
interest  procurable  by  the  banks  on  the  large  sums  made  up  of 
many  shillings  must  be  very  considerable. 

}>.  Because  the  expenses  for  books,  paper,  and  other  un 
avoidable  counting-house  apparatus  and  services,  in  proportion 
to  the  interest  received,  greatly  exceed  the  expenses  of  other 
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banks,  excluding  any  charge  for  much  of  the  apparatus  and 
service  placed  at  their  disposal  by  the  post-office  authorities. 

P.  You  have  solved  the  enigma.  The  watchfulness  of  our 
Government  to  benefit  the  community  deserves  a  passing 
notice.  Being  compelled  to  incur  certain  expenses  for  postal 
purposes,  they  have  contrived  to  make  them  available  for  other 
useful  purposes  besides.  But  the  expenses  of  savings-banks 
being  thus  unavoidably  large  on  account  of  the  immense  num 
ber  of  deposits  in  proportion  to  the  sum  deposited  and  to  the 
interest  receivable,  why  should  they  decline,  as  they  do,  to 
accept  more  than  SOL  from  any  depositor  in  any  one  year  ? 

B.  It  must  be,  we  suppose,  because  the  fluctuations  in  the 
rates  of  interest  produce  at  times  rates  lower  than  2J  per  cent., 
although  the  rate  is  generally  higher.  And  if  no  restriction 
were  imposed  upon  the  right  to  make  deposits,  large  sums 
might  be  deposited  for  the  sake  of  obtaining  2J  per  cent,, 
when  the  market  rate  of  interest  was  lower,  to  be  withdrawn 
when  the  market  rate  was  higher,  to  the  great  annoyance  and 
loss  of  the  savings-bank. 

P.  Your  notions  concerning  the  fluctuations  in  the  rates  of 
interest  are  quite  correct ;  and  the  organizers  of  the  savings- 
banks  have  been  compelled  to  contrive  some  protection  for 
them,  while  striving  to  confer  a  great  benefit  upon  those  who 
can  only  make  small  deposits,  viz.  to  provide  safe  banks  of 
deposit,  and  allow  the  largest  possible  rate  of  interest.  Which 
of  all  banks  do  you  suppose  are  most  resorted  to  by  depositors 
at  the  commencement  of  then-  industrial  careers  ? 

B.  Savings-banks  ;   because   the  sums  which  most   young 
depositors  have  at  their  disposal  are  smaller  than  banks  estab 
lished  with  a  view  to  profit  could  afford  to  allow  interest  upon. 
P.  Do  you  mean  that,  if  there  were  no  savings-banks,  it 
would  be  difficult,  if  not  impossible,  for  young  workmen,  and 
other  possessors  of  small  savings,  to  find  safe  places  of  deposit 
for  their  savings,  and  to  obtain  some  interest,  however  small  ? 
13.  We  cannot  say,  if  the  numerous  savings-banks  spread 
over  the  country  had  not  been  established,  that  something  else 
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of  the  kind  would  not  have  been  organized  to  supply  a  con 
venience  greatly  needed.  How  anything  better  could  be  con 
trived,  we  do  not  know. 

r.  We  may,  at  all  events,  accept  it  as  a  happy  sign  of  our 
progressive  improvement,  when  we  see  the  Government  extend 
ing  the  usefulness  of  its  numerous  establishments  for  postal 
service,  by  making  them  so  many  centres  for  supplying  not 
only  the  transport  of  letters  at  a  minimum  charge,  but  bills  of 
exchange,  under  the  name  of  post-office  orders,  where  it  would 
otherwise  be  difficult  to  procure  them,  and  savings-banks  for 
deposits  as  small  as  one  shilling.  I  am  bound,  however,  to 
draw  your  attention  to  a  circumstance  which,  unless  it  can  be 
explained,  would  seem  to  detract  a  little  from  the  merit  of  these 
savings-banks.  I  have  occasionally  seen  in  the  newspapers 
announcements  from  what  are  called  "  banks  of  deposit,"  which 
undertake  to  receive  sums  of  money  however  small,  subject  to 
repayment  at  a  few  days'  notice,  and  to  allow  interest  at  the 
rate  of  5  per  cent,  per  annum.  How  can  they  afford  to  do 
this  ? 

J>.  You  are,  doubtless,  referring  tc  banks  established  in 
countries  where  the  prevailing  rates  of  interest  are  much  higher 
than  they  are  with  us  ;  for  we  hear  that  there  are  such  countries, 
as  for  example,  Australia,  South  Africa,  and  many  parts  of 
North  and  South  America. 

P.  We  will  talk  over  the  high  rates  of  interest  in  these 
countries  on  some  other  occasion.  But  the  announcements  to 
wrhich  I  have  referred  were  from  banks  established  in  London, 
where,  at  the  time,  no  more  than  from  two  to  three  per  cent, 
could  be  obtained  from  other  banks,  even  on  large  sums  of 
money. 

13.  We  should  suspect  that  very  few  of  the  banks  which 
offer  these  extraordinary  advantages  can  have  been  long  estab 
lished,  and  been  able  to  persevere  in  paying  this  high  rate  of 
interest,  and  to  return  the  money  deposited  with  them.  If  you 
could  not  assure  us  that  the  banks  were  sound,  and  that  their 
managers  were  intelligent  aud  trustworthy,  we  should  have 
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little  doubt  that  an  inspection  of  their  accounts  would  slio"\v 
the  banks  to  be  insolvent,  and  their  managers  either  reckless 
adventurers  or  artful  swindlers. 

P.  You  would  not  be  surprised  to  learn  from  time  to  time 
that  these  banks  suspended  payments,  the  property  trusted  to 
them  having  disappeared. 

B.  We  cannot  conceive  how  such  calamitous  consequences 
can  fail  to  follow  from  such  beginnings. 

P.  To  what  causes  should  you  attribute  the  manufacture  of 
such  palpably  discreditable  banks  and  their  existence  for  even  a 
small  number  of  years  ? 

B.  To  the  ignorance  of  large  numbers  of  the  people,  and  to 
the  temptation  thereby  held  out  to  a  few  persons  fraudulently 
disposed  to  prey  upon  their  ignorance.  To  these  same  causes 
we  may  trace  the  prosperity  of  fortune-tellers,  of  spirit-mediums, 
and  of  those  who  cure  every  complaint  and  remove  every 
deformity  by  a  pill  or  cosmetic  to  be  repeated  till  the  victim's 
purse  is  exhausted,  or  his  life  destroyed. 
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P.  WE  have  not  yet  come  to  the  end  of  all  the  contrivances 
that  have  grown  out  of  the  use  of  credit,  which  mankind  havo 
been  able  to  adopt,  step  by  step,  and  to  improve  upon,  with 
every  advance  in  intelligence  and  conscientiousness.  If  no 
credit  were  used,  if  each  transaction  in  buying  and  selling 
were  accompanied  by  a  transfer  of  coin  from  the  buyer  to  the 
seller,  and  were  closed,  as  it  is  sometimes  described,  by  specie 
payment,  you  can  see  at  once  that  the  time  and  labour  re 
quired  would  be  much  greater  than  the  time  and  labour  known  by 
daily  experience  to  be  actually  bestowed.  The  applications  of 
credit  already  examined  have  shown  us  how  the  continual  sending 
backward  and  forward  of  coin  between  distant  places  has  been 
avoided.  Running  accounts  of  debtor  and  creditor,  where  small 
balances  are  paid  periodically  instead  of  the  large  sums  which 
figure  on  both  sides  of  the  account,  furnish  another  example 
of  the  use  that  is  made  of  credit  to  diminish  the  frequency  and 
labour  of  specie  payments.  After  all  these  contrivances  for 
saving  time  and  trouble,  the  sums  to  be  paid  in  money  were 
often  found  to  be  large,  and  the  process  tedious,  and  it  was 
thought  that  some  means  might  be  devised  for  still  further 
expediting  unavoidable  money  payments.  The  means  so  far 
examined  are  not  money,  but  contrivances  for  avoiding  an  un 
necessary  multiplicity  of  money  payments.  The  means  which 
I  now  propose  that  you  should  examine  are  money — money  in 
a  form  of  greater  convenience  for  certain  purposes  and  occasions. 
Do  you  know  what  kind  of  money  I  am  referring  to  ? 
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P>.  Paper  money,  we  suppose. 

P.  What  paper  money  have  any  of  you  ever  seen  ? 

B.  We  have  seen  Bank  of  England  notes ;  and  some  of  us 
have  seen  country  notes  also. 

P.  Having  seen  Bank  of  England  notes,  you  can  tell  me 
something  about  one  ? 

13.  It  is  a  written  or  rather  a  printed  promise  on  the  part  of 
the  governor  and  company  of  the  Bank  of  England,  signed  by 
somebody  authorized  by  them,  to  pay  to  the  bearer  a  certain 
number  of  pounds  sterling  on  demand. 

P.  What  is  the  smallest  number  of  pounds  for  which  you 
have  ever  seen  a  Bank  of  England  note  ? 

B.  Five  pounds. 

P.  No  notes  for  a  smaller  amount  than  five  pounds  are 
allowed  by  law  to  circulate  in  England.  At  one  time  there 
were  Bank  of  England  notes  for  as  small  a  sum  as  one  pound, 
and  one  pound  notes  still  circulate  widely  in  Scotland.  If  you 
arc  curious  to  know  why  one  pound  notes  are  allowed  to  circu 
late  in  Scotland,  while  no  note  for  a  smaller  sum  than  five 
pounds  is  allowed  to  circulate  -in  England,  you  may  have  an 
opportunity  at  some  future  time  of  reading  the  discussions 
which  took  place  when  it  was  deemed  advisable  to  protect  one 
part  of  the  kingdom  by  forbidding  that  which  was  permitted 
in  deference  to  the  customs  and  tastes  of  another  where  it  was 
urgently  asked  for.  We  will  content  ourselves  for  the  present 
with  endeavouring  to  learn  how,  and  to  what  extent,  paper  can 
be  made  to  take  the  place  of  gold.  If  the  option  were  given 
to  you  to  receive  payment  of  a  debt  either  in  notes  or  in  gold, 
what  must  you  be  sure  of  about  the  notes,  before  you  would 
be  induced  to  accept  them  as  readily  as  gold,  or  even  in 
preference  ? 

B.  We  should  require  to  know  that  the  promise  to  pay 
expressed  on  the  notes  was  made  by  parties  of  whose  ability 
and  readiness  to  perform  their  promises  there  could  not  be  the 
remotest  doubt. 

P.  What  parties  are  most  likely  to  inspire  this  confidence  ? 
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P>.  Associated  capitalists,  particularly  when  they  have  been 
long  established  and  have  earned  a  character  for  all  those 
qualifications  which  make  suspicion  or  distrust  impossible. 

./;.  Supposing  it  to  be  optional  with"  the  public  how  much  of 
:''!!•  wealth  they  are  to  have  in  the  form  of  money,  and  how 
i:i;!;-h  of  their  money  shall  be  paper  money,  what  will  be  likely 
t-)  determine  the  proportion  of  each  ? 

//.  We  might,  in  one  word,  say  convenience.  Each  person, 
in  his  character  of  consumer,  carries  about  with  him  or  retains 
in  his  house  the  quantity  of  money  which  seems  best  adapted 
to  meet  his  ordinary  wants  ;  and,  in  his  industrial  capacity,  he 
holds  as  petty  cash  what  it  would  not  suit  him  to  trouble 
his  banker  for,  whether  in  pence,  shillings,  sovereigns  or  bank 
notes. 

P.  Is  the  quantity  of  money  which  each  individual  carries 
about  with  him  or  retains  in  his  possession  entirely  dependent 
on  his  own  will  ? 

]).  His  will  is  not  interfered  with,  so  far  as  regards  the  pro 
portion  of  his  wealth  which  he  chooses  to  hold  in  the  form  of 
money.  The  quantity  of  wealth  which  he  possesses  is  not 
determined  by  his  will,  but  by  his  capacity  of  earning,  his 
opportunities  of  receiving  and  inheriting,  and  his  determination 
to  refrain  from  consuming.  Given  his  wealth,  how  much  of  it 
shall  be  money  depends,  so  far  as  we  can  judge,  entirely  upon 
his  own  will. 

P.  What  would  rectify  any  disproportion  that  was  disagree 
able  to  him  between  the  quantity  of  his  money  and  the 
quantity  of  his  other  possessions  ? 

7J.  Buying  and  selling,  and  lending  and  borrowing. 

P.  What  would  rectify  any  disproportion  between  his 
metallic  and  paper  money  ? 

13.  Exchanging  one  for  the  other  :  the  opportunity  for  his 
doing  so  not  being  denied  to  him. 

P.  The  reasons  for  using  metallic  money  we  need  not  repeat ; 
but  why  is  paper  money  ever  preferred  to  metallic  ? 

B.  In  order  to  avoid  risk,  and  the  expenditure  of  time  and 
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labour  which  might  be  more  profitably  or  agreeably  employed 
in  some  other  way. 

P.  How  is  risk  avoided  by  the  substitution  of  paper  for 
gold  ? 

B.  In  case  of  loss  by  robbery  or  otherwise,  the  chance  of 
recovering  the  gold  would  be  very  small.  The  tracing  of  the 
robbers  or  of  the  parties  wrongfully  possessed  of  the  notes  would 
only  be  prevented  by  their  not  venturing  to  pass  them,  and  their 
ultimate  restitution  to  the  rightful  owner  of  them  would  be  far 
from  improbable. 

P.  How  are  time  and  labour  saved  ? 

B.  In  the  same  way  that  they  arc  saved  by  cheques  on 
bankers.  But  there  are  occasions  when  cheques  on  bankers 
will  not  be  accepted  in  payment.  A  cheque  on  a  banker,  to  be 
taken,  calls  for  confidence  in  the  drawer  as  well  as  in  the 
banker.  The  right  of  the  drawer  to  draw  a  cheque  must  be  as 
much  unquestioned  as  the  ability  of  the  banker  to  pay  it. 
Where  a  cheque  would  not  be  taken  and  bank  notes  were  not 
to  be  had,  a  party  who  had  a  payment  to  make,  say  of  some 
thousands  of  pounds,  would  have  to  attend,  either  in  person  or 
through  a  representative,  to  the  counting  and  weighing  by  his 
banker,  then  to  the  conveyance,  and  lastly  to  the  re-counting 
and  re-weighing  on  delivery.  Bank  notes  for  1,000/.  each  to 
make  up  the  amount  required  will  enable  the  same  work  to  be 
done  in  less  than  one  tenth  of  the  time. 

P.  Might  not  the  party  who  had  been  at  all  this  trouble  to 
procure  notes  find  that  coin  was  insisted  upon,  and  then  have 
to  return  and  obtain  gold  in  exchange  for  his  notes  ? 

B.  Such  vexatious  annoyances  may  have  occurred  in  former 
times,  but  we  believe  that  people  are  now  obliged  to  accept 
payment  in  Bank  of  England  notes,  or  forego  their  claim 
altogether. 

P.  You  are  quite  right.  Bank  of  England  notes  have  been 
placed  by  law,  as  a  means  of  payment,  on  a  par  with  sovereigns : 
this  is  what  is  meant  when  it  is  said  that  Bank  of  England 
notes  have  been  constituted  a  "legal  tender."  But  does  it  not 
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strike  you  as  somewhat  extraordinary,  that  law-makers  should 
compel  creditors  to  accept  a  hit  of  paper,  as  a  hank  note  lias 
sometimes  hecu  called,  in  satisfaction  of  the  number  of  sove 
reigns  which  ought  to  he  paid  ? 

7>.  Matters  often  appear  strange  when  misrepresented  or 
misunderstood,  although  the  strangeness  disappears  as  soon  as 
the  misrepresentation  is  rectified,  or  the  misunderstanding 
cleared  UJD.  A  hank  note  is  something  more  than  a  hit  of 
paper.  It  is  a  promise  which,  if  confided  in,  is  worth  all  that 
is  promised,  and  is  preferred  for  a  time,  even  to  the  thing 
promised,  for  certain  uses.  If  law-makers  can  satisfy  themselves 
that  particular  classes  of  these  promises  are  heyond  all  douht 
and  danger,  and  may  he  relied  upon  with  the  most  perfect 
security,  and  that  the  conferring  upon  them  the  attribute  of 
"  legal  tender"  will  add  to  their  usefulness,  they  ought  not  to 
deny  this  advantage  to  the  puhlic  :  they  ought  to  place  at  tho 
disposal  of  the  puhlic  "  paper  money"  in  a  form  the  most 
efficient  for  expediting  all  the  operations  of  buying  and  selling, 
paying  and  receiving.  V 

P.  The  attribute  of  "  legal  tender  "  is  attached  exclusively, 
in  this  country,  to  notes  issued  by  the  Bank  of  England.  And 
it  is  supposed  that  adequate  provision  has  been  made  for  secur 
ing  the  puhlic,  who  are  compelled  to  accept  these  notes  from 
everybody  except  the  Bank  of  England,  against  any  risk  to 
which  they  would  not  be  equally  liable  if  payment  were  made  to 
them  in  gold.  Let  us  examine  what  the  pains  that  have  been 
taken  in  order  to  make  this  provision  have  resulted  in.  Who 
are  the  governor  and  company  of  the  Bank  of  England  ? 

I).  A  body  of  capitalists  possessing  in  their  united  capacity 
of  proprietors  of  bank  stock  a  capital  of  14,553,000/.  This 
capital  is  of  course  responsible  to  all  holders  of  bank  notes  for 
the  punctual  payment  of  these  notes  whenever  it  shall  pleaso 
the  holders  to  present  them  for  payment. 

P.  Might  not  this  capital  or  a  part  of  it  be  withdrawn  by  the 
proprietors  of  bank  stock,  and  the  note  holders  be  deprived 
thereby  of  part  of  their  supposed  security  ? 
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11.  In  their  associated  or  corporate  capacity,  the  proprietors 
might  lose  some  of  their  capital  or  stock,  but  in  their  individual 
capacity  they  arc  not  at  liberty  to  withdraw  any  of  their  capital. 
If  they  wish  to  employ  their  capital  elsewhere,  or  if  death  or 
insolvency  make  it  desirable  for  their  executors  or  assignees  to 
withdraw  the  capital,  its  sale  is  permitted.  But  this  really 
means  that  the  capital  stock  of  the  bank  remains  unmoved, 
new  proprietors  being  substituted  for  the  old  ones. 

P.  Can  we  form  any  estimate  of  the  risk  of  note  holders  from 
the  loss  of  capital  by  the  proprietors  of  bank  stock  in  their  cor 
porate  capacity  ? 

1).  The  company  has  been  established  upwards  of  150  years. 
Each  100L  of  its  stock  has  for  many  years  been  worth  more  than 
200/. — that  is  to  say,  the  proprietors  of  bank  stock,  whenever 
they  wish  to  part  with  their  stock,  readily  find  purchasers  at  a 
price  which  indicates  a  general  belief  in  the  continuance  of  an 
annual  dividend  fluctuating  between  7  and  10  per  cent.  An 
abstract  of  its  accounts  is  published  in  the  Gazette  every  week. 
The  public  who  hold  the  notes  have  thus  an  opportunity  of  judg 
ing  of  the  condition  of  the  bank  from  week  to  week.  Its  profits 
are  divided  twice  a  year,  under  the  name  of  dividends,  among 
the  proprietors  of  bank  stock,  with  this  further  precaution  :  an 
accumulation  of  undivided  profit  to  the  amount  of  8,000, OOO/. 
has  been  constituted  into  a  rest  over  nnd  above  the  capital ; 
and  the  half-yearly  profit  to  be  divided  among  the  proprietors 
of  bank  stock  is  limited  to  that  part  of  the  rest,  swelled  as  it  is 
from  week  to  week  by  the  earnings  of  the  bank,  which  is  in 
excess  of  3,000,000/.  at  the  close  of  each  half  year. 

P.  Although,  in  order  to  invest  the  notes  of  the  Bank  of 
England  with  the  attribute  of  legal  tender,  for  the  convenience 
of  the  public,  it  was  necessary  to  make  the  acceptance  of  them 
by  the  public  compulsory  in  their  dealings  with  one  another ; 
they  are  not  compelled  to  accept  them  from  the  Bank  of 
England,  and  the  Bank  of  England  is  compelled  to  give 
sovereigns  for  them  on  demand.  The  weekly  returns  of  the 
Bank  of  England  show  that  there  are  always  in  circulation  from 


OX   PAPER   MONEY.  79 

25,000,000/.   io   30,000, OOO/.  of  tlicir  notes.     As  one   step 
towards  understanding  the  bearings  of  these  weekly  pui 
tions,  let  me  ask,  Low  is  it  that  notes  within  these  limits  are 
maintained  in  circulation  ? 

]].  It  can  only  be,  because  to  that  extent  bank  notes  are 
pivierred  to  sovereigns  :  since,  if  more  sovereigns  were  pre 
ferred,  notes  would  be  presented  at  the  Bank  for  payment  in 
gold,  and  if  more  notes  were  preferred,  gold,  coined  or  un 
coined,  would  be  sent  to  the  Bank  for  notes. 

/'.  When  the  laws  were  passed  which  now  regulate  the 
currency  of  this  country  (for  that  is  the  collective  name  given 
to  the  whole  of  our  money,  metallic  and  paper),  this  disposition 
of  the  public  in  regard  to  their  comparative  demand  for  paper 
and  gold  was  as  well  known  to  our  legislators  as  it  now  is  to 
you ;  and  your  knowledge  will  enable  you  to  appreciate  the 
precautions  taken  to  guard  the  public  against  loss  or  incon 
venience,  while  the  advantage  was  extended  to  them  of  a  paper 
money,  with  the  attribute  of  legal  tender  attached  to  it.  The 
Bank  of  England,  in  virtue  of  their  arrangement  with  the 
Government,  are  privileged  to  supply  the  public  with  notes 
in  exchange  for  gold.  But  the  Bank  is  restricted  from  lend 
ing,  and,  therefore,  from  obtaining  interest  on  more  than 
14,G50,000/.  of  the  money  and  bullion  (the  name  given  to 
uncoined  gold  and  silver)  which  they  receive  in  exchange  for 
their  notes.  Yvith  such  arrangements,  what  value  in  coin 
and  bullion  will  always  be  in  the  Bank's  possession  ? 

P>.  From  10,000,000^.  to  15,000,000?. 

P.  As  independently  of  such  an  interdict  by  law  on  the 
Bank  of  England,  that  company  is  subject,  in  common  with  all 
other  members  of  the  community,  to  the  obligation  of  fulfilling 
its  engagements,  why  should  such  an  interdict  Lave  been 
imposed  ? 

]>.  The  restriction  imposed  upon  the  Bank  of  England  is 
not  so  much  an  interdict  as  a  condition  attached  to  a  privilege 
of  issuing  notes  with  a  legal  attribute  attached,  likely  to  give 
them  favour  with  the  public. 
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P.  But  can  you  imagine,  under  such  management  as  that  of 
the  Bank  of  England  may  be  supposed  to  be,  the  possibility  of 
the  directors  being  unprepared  to  pay  their  notes  in  gold  on 
demand  ? 

13.  It  would  be  presumptuous  in  us  to  say  that  such  a  con 
tingency  could  not  arise  unless  specially  guarded  against, 
seeing  that  the  Government  have  thought  it  advisable  to  attach 
the  conditions  which  you  have  mentioned  to  the  privilege  of 
issuing  legal  tender  notes,  and  which  privilege  the  Bank  of 
England  were  content  to  accept,  with  the  conditions  attached 
to  it.  The  interdict — if  that  term  is  to  be  used — upon  the 
Bank  is,  as  it  seems  to  us,  a  precaution  taken  by  the  Govern 
ment  to  place  beyond  all  doubt  the  ability  as  well  as  the 
liability  of  the  Bank  to  pay  its  notes  on  demand — to  make  it 
impossible  that  any  circumstances  could  occur  to  prevent  it. 

P.  My  last  question  is  better  fitted  for  men  who  have 
acquired  some  experience  in  business,  than  for  boys  who 
cannot  be  supposed  to  be  conversant  with  more  than  the  prin 
ciples  which  ought  to  be  obeyed  in  the  use  of  credit.  But  you 
have  answered  it  most  judiciously.  To  show  you  that  your 
surmise  concerning  the  reasons  for  the  course  adopted  by 
Government  is  not  ill-founded,  I  may  mention  that  owing  to 
the  ignorant  and  reckless  use  of  credit  fostered  by  a  class, 
called  discount-brokers,  who  by  their  very  position  ought  to 
know  better,  applications  have  at  times  been  made  to  the  Bank 
of  England,  as  a  last  resort,  for  discounts  almost  without 
limit,  as  if  that  establishment  could  not  only  lend  such  money 
as  they  had,  but  could  also  make  money  to  lend.  The  pressure 
that  was  put  upon  the  Bank,  combined  with  an  attempt  to  fix 
upon  the  directors  the  responsibility  of  causing  many  merchants 
and  others  to  suspend  payment,  and  close  their  works,  was 
more  than  they  had  the  resolution  to  withstand.  They  have, 
accordingly,  more  than  once,  been  brought  to  the  brink  of 
begging  for  time,  in  order  to  find  the  means  of  paying  the 
notes  presented  to  them.  Hence  the  intervention  on  the  part 
of  the  Government  to  arm  the  Bank  directors,  when  unwarrant- 
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able  applications  arc  made  to  them  for  loans  or  discounts,  with 
the  answer,  "  We  cannot,"  instead  of  the  answer,  "  We  will 
not,"  or  "  We  ought  not,"  which  left  them  open  to  solicita 
tions  and  threats  beyond  their  ability  to  resist.  Will  you  now 
recapitulate  the  securities  presented  by  the  Bank  of  England 
and  the  Government  conjointly  to  the  public,  that  the  Bank  of 
England  notes  shall  always  be  worth  the  number  of  sovereigns 
which  they  are  promises  to  pay  on  demand  ? 

1L  First,  there  is  the  capital  of  the  Bank  augmented  by  the 
rest  already  mentioned  ;  and  second,  there  are  the  equivalents 
of  the  notes  issued,  part  of  which  consists  of  a  quantity  of 
gold  always  in  the  possession  of  the  Bank,  greatly  in  excess  of 
any  amount  of  notes  that  will  ever  be  presented  for  gold  by 
the  public,  until  a  change  of  sentiment  shall  arise,  leading 
back  to  a  preference  of  all  the  expenditure  of  time  and  trouble 
which  the  use  of  paper  money  is  meant  to  save. 

P.  That  part  of  the  profits  of  the  Bank  of  England  which 
is  derived  from  the  issue  of  bank  notes,  is  clearly  limited  to 
the  interest  on  14,G50,OOOZ.,  minus  all  the  expenses  incident 
to  the  circulation  of  a  much  larger  amount  of  notes.  As 
regards  banks  out  of  London  which  issue  their  own  notes,  what 
is  their  justification  for  lending  any  part  of  the  money  which 
they  receive  for  them  ?  and  what  restrictions  ought  they  to 
impose  upon  themselves  in  lending  ? 

B.  The  difficulty  of  answering  this  question  confidently,  is 
very  much  diminished  in  the  case  of  a  bank  that  has  been  long 
established.  The  minimum  amount  of  its  notes  at  any  one 
time  in  circulation  has  been  ascertained.  The  public  within 
the  district  of  that  bank  have  evinced  their  preference  for  notes 
to  an  extent  which  has  never  fallen  below  the  minimum  ascer 
tained.  It  may  be  presumed,  while  other  circumstances  remain 
the  same,  the  confidence  in  the  bank  being  unshaken,  that  the 
public  will  continue  to  prefer  notes  to  gold  to  the  same  extent 
as  heretofore.  Accordingly,  after  a  reserve  has  been  provided 
against  unlooked-for  contingencies,  the  money  received  for  the 
notes  issued  may  be  lent  for  short  periods,  much  in  the  way 
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already  described  in  respect  of  money  owing  to  customers  on 
drawing  accounts. 

P.  The  course  of  bank  business  in  issuing  notes,  as  repre 
sented  by  you,  would  appear  to  be  the  receipt  of  money  in 
exchange  for  its  notes.  Do  you  think  that  the  issue  of  notes 
generally  takes  place  in  this  way  ? 

Z».  Most  likely  not,  but  rather  in  the  discount  of  bills. 
And  here  it  is  that  the  circumspection  and  intelligence  of  the 
banker  are  called  into  play.  The  application  of  a  customer  to 
the  manager  of  a  bank  which  issues  notes  for  the  discount  of  a 
bill  of  exchange,  or  for  a  loan,  may  inspire  a  twofold  hope  ; 
first,  of  obtaining  interest  on  a  portion  of  the  unproductive 
reserve,  and  second,  of  leading  to  an  extension  of  note  circu 
lation.  The  customer  who  discounts  the  bills  or  borrows,  will 
generally  accept  bank  notes,  to  pay  away  to  his  own  creditors. 
There  is  a  prospect  that  a  part,  if  not  the  whole,  of  these  will 
remain  in  circulation,  the  banker  appearing  to  obtain  interest, 
as  it  were,  by  the  making  of  money.  A  delusion  concerning 
a  banker's  power  in,  this  respect,  afloat  among  his  customers 
and  not  provided  against  by  him,  may  lead  to  some  of  those 
disastrous  consequences  which  at  times  disturb  the  industrial 
world. 

P.  Has  the  use  of  credit  in  the  place  of  money  payment, 
and,  as  one  development  of  the  practice,  the  partial  sub 
stitution  of  paper  for  metal,  produced  any  effect  upon 
prices  ? 

]J.  We  cannot  answer  that  question.  Indeed  we  should 
think  it  would  be  a  difficult  question  for  anybody  to  answer. 
The  causes  of  fluctuations  of  supply  and  demand  are  so 
numerous,  acting  sometimes  in  the  same,  and  sometimes  in 
opposite  directions,  some  visible  and  some  hidden,  that  whether 
any  and  what  effect  should  be  assigned  to  the  use  of  credit  we 
cannot  even  venture  to  guess. 

P.  We  will  try  to  obtain  some  insight  into  the  probable 
influence  of  credit  and  paper  money  upon  prices,  by  putting 
the  question  in  another  form.  lias  the  use  of  credit,  bearing 
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in  mind  all  the  arrangements  and  contrivances  that  have  grown 
out  of  it,  increased  or  diminished  the  demand  for  gold  ? 

B.  Diminished  it,  of  course.  With  our  present  activity  of 
production  and  interchange,  if  the  contrivances  in  use  for  dis 
pensing  with  coin  were  abandoned,  the  extra  demand  for  gold 
would  be  something  immense. 

P.  And  what  would  be  the  effect  of  such  an  extra  demand 
upon  the  value  of  gold  ? 

B.  To  raise  it,  in  other  words,  to  lower  prices. 
P.  If  to  abandon  the  contrivances  that  have  grown  out  of 
the  use  of  credit  would  be  to  lower  prices,  must  we  not  admit 
that  these  contrivances  have  raised  prices  above  what  they 
would  otherwise  be  ? 

Jl.  We  don't  see  any  escape  from  that  admission.     There 
11  remains  the  difficulty  of  determining  what  extent  of  rise 
the  use  of  credit  has  been  the  cause  of. 

P.  Do  you  know  of  anything  that  would  tend  to  neutralize 
or  counteract  the  rise  of  prices  which  the  substitution  of  credit 
for  gold  might  be  the  cause  of  ? 

B.  It  appears  to  us  that  some  such  counteraction  as  this  is 
inseparable  from  the  rise  of  prices  originating  in  the  use  of 
credit ;  the  rise  of  prices  calls  for  a  larger  quantity  of  gold 
to  circulate  the  same  quantity  of  commodities.  Thus,  the 
use  of  credit,  while  it  diminishes  the  demand  for  gold  directly, 
increases  the  demand,  although  perhaps  to  a  less  extent,  in 
directly.  The  development  of  banking  to  which  we  owe' the 
principal  means  of  economizing  the  use  of  money  has  been  the 
steady  growth  of  years.  It  has  been  one  among  many  con 
trivances  for  increasing  the  productiveness  of  industry  through 
which  the  cost  of  many  commodities  has  been  diminished. 
We  should  be  puzzled,  therefore,  to  trace  the  operation  of 
banking  facilities  in  raising  prices,  although  compelled  to 
acknowledge  that  their  tendency  must  be  in  that  direction. 

P.  Does  not  the  use  of  credit  give  rise  to  fluctuations  in 
prices  far  beyond  any  that  would  otherwise  occur  ? 

B.  As  far  as  we  can  judge  from  the  history  of  olden  times 
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when  credit,  as  we  understand  it,  was  little  used,  fluctuations 
of  prices  were  greater  than  they  have  been  in  our  days. 
Famine  prices  and  their  opposites  were  of  frequent  occurrence. 
There  certainly  are  epochs  when  credit  is  given  and  taken  very 
freely,  and  other  epochs  when  confidence  is  so  far  shaken  as  to 
contract  credit  within  comparatively  narrow  limits.  Prices,  on 
the  former  occasions,  will  range  high,  and  on  the  latter  occa 
sions  low,  subject  to  influences  specially  acting  upon  the  prices 
of  particular  commodities. 

P.  Can  you  assign  any  reasons  for  this  extension  of  credit 
at  one  time,  and  its  contraction  at  another  ? 

B.  The  contraction  of  credit  is  easily  accounted  for.  Sus 
picions  are  aroused  that  many  persons  have  been  accepting 
credit  far  beyond  the  amount  to  which  their  capitals  entitled 
them,  and  that,  their  industrial  operations  having  been  unsuc 
cessful,  they  will  be  unable  to  fulfil  their  engagements.  Some 
suspensions  of  payment  occur ;  suspicions  increase ;  doubts  arise 
concerning  the  solvency  of  less  unscrupulous  traders  who  are 
brought  into  difficulty  by  the  stoppage  of  others  ;  the  desire  to 
borrow  is  increased,  in  order  to  guard  against  contingencies  not 
previously  provided  for  ;  there  is  a  diminished  disposition  to 
lend  for  the  same  reason  ;  sellers  are  on  the  increase,  buyers 
few,  and  only  to  be  drawn  out  by  prices  greatly  reduced.  The 
causes  of  this  painful  contraction  of  credit  are  to  be  sought  for 
in  the  undue  extension  of  credit  brought  about  by  the  uncon- 
scientious  and  ignorant  use  of  it:  prices  rising  higher  and 
higher  with  its  extension,  and  declining,  sometimes  almost 
collapsing,  with  its  contraction  and  temporary  extinction. 

P.  Does  it  occur  to  you  that  it  might  be  possible  to  prevent, 
or,  at  all  events,  to  greatly  diminish,  the  ignorant  and  flagitious 
use  of  credit  which  from  time  to  time  inflicts  such  cruel  suf 
fering  upon  society  ? 

B.  While  the  proportion  of  ignorant  and  unconscientious 
men  among  us  remains  undiminished,  the  only  resource  is  the 
exercise  of  more  vigilance  and  caution  by  the  well-informed 
and  conscientious  bestowers  of  credit.  As  the  tendency  to 


ON   TAPER   MONEY.  85 

commit  crime  by  persons  criminally  disposed  is  kept  in  check 
by  the  police,  so  the  tendency  to  commit  wrong  acts  which 
have  not  been  made  criminal  must  be  kept  in  check  by  the 
circumspection  and  distrust  of  those  through  whom  principally 
the  opportunities  of  doing  mischief  may  be  obtained.  A  better 
defined  state  of  opinion  in  regard  to  the  true  character  of  those 
who  accept  credit  beyond  what  would  be  given  to  them  were  their 
actual  circumstances  known,  might  also  exercise  a  repressive 
influence  over  those  whose  conscientiousness  was  not  a  suffi 
cient  preservation  against  temptation  to  be  as  nearly  fraudu 
lent  as  possible,  without  being  classed  among  thieves  and 
embezzlers. 

P.  Does  it  not  appear  to  you  that  credit,  as  we  see  it  used, 
tends  rather  to  aggravate  than  to  rectify  fluctuations  of  prices  ? 

B.  That  question  cannot  be  answered  satisfactorily  in  a  few 
words.  The  intelligent  and  conscientious  use  of  credit,  tending, 
as  it  does,  to  place  capital  at  the  command  of  those  most 
competent  to  employ  it,  and  accordingly  to  distribute  it  where 
its  services  will  be  most  available,  can  produce  no  other  effect 
upon  prices  than  to  make  them  approximate  to  the  relative 
costs  of  production  of  commodities,  and  to  make  them  correct 
indicators  of  the  varying  wants  and  tastes  of  society.  And  we 
must  always  bear  in  mind  that  the  desirable  feature  in  prices 
is,  not  the  absence  of  fluctuation,  but  susceptibility  to  fluctua 
tion  in  accordance  with  prospective  wants  and  the  means  of 
supplying  them.  If  this  be  a  faithful  representation  of  the 
influence  of  the  intelligent  and  conscientious  use  of  credit,  it 
seems  to  follow  that  an  ignorant  and  unscrupulous  use  of 
credit  which  draws  capital  to  persons  unfit  to  be  trusted,  how 
ever  well  put  on  may  be  the  appearances  of  their  respectability, 
attainments  and  success,  must  cause  capital  to  be  less  profit 
ably  employed  than  it  might  be,  if  its  entire  loss  or  destruction 
be  escaped. 

P.  It  is  scarcely  conceivable  how  anybody  who  is  acquainted 
with  what  is  going  on  around  him  can  fail  to  appreciate  the 
magnitude  of  the  benefits  obtained  through  the  agency  of 
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credit.  Ho  need  not  bo  loss  keenly  alive  to  the  losses  sus 
tained  through  the  ignorance  and  misconduct  of  many  who  use 
it.  We  who  are  talking  together  in  this  school-room  may  hope, 
and  not  unreasonably,  when  the  defects  which  still  cling  to  the 
course  of  education  commonly  prepared  for  the  young  are 
removed,  and  the  education  so  improved  is  brought  home  to 
every  child,  that  the  number  of  the  ignorant  and  ill-disposed 
will  be  sufficiently  reduced  to  admit  of  our  enjoying  the  sweets 
of  credit  free  from  the  suffering  and  shame  with  which  they 
have  hitherto  been  embittered. 

B.  It  would  indeed  be  folly  to  forego  the  benefits  of  credit 
instead  of  casting  off  that  indifference  in  regard  to  the  proper 
education  of  the  young  which  causes  these  benefits  to  be 
adulterated,  at  the  same  time  that  it  proves  us  to  be  un 
deserving  of  them.  The  courts  of  bankruptcy  may  bring  to 
light  delinquents  in  the  use  of  credit,  as  the  criminal  courts 
expose  issuers  and  circulators  of  counterfeit  coin,  without  blind 
ing  us  to  the  inestimable  benefits  of  well-deserved  credit,  and 
of  the  coin  of  the  realm  as  issued  from  the  Mint. 

P.  One  object  of  a  banker  in  restricting  himself  to  loans 
and  interest,  or  discount,  is  that  of  avoiding  the  risk  of  loss, 
while  he  gives  up  the  chance  of  profit  from  fluctuations  of 
prices.  But  is  he  always  sure  of  escaping  loss  from  fluctuations 
of  prices  ? 

13.  Directly,  he  can  neither  suffer  loss  nor  derive  profit  from 
fluctuations  of  prices,  for  he  deals  only  with  one  denomination 
— money.  Indirectly,  he  may  be  involved  in  loss  from  these 
fluctuations  through  the  insolvency  of  customers  to  whom  he 
has  given  credit. 

P.  When  a  banker  gives  credit  incautiously,  and,  thereby, 
gives  an  opportunity  for  the  ignorant  and  reckless  acceptance 
of  it,  does  he  not  assist  in  aggravating  fluctuations  of  prices, 
which,  if  favourable  to  those  whom  he  trusts,  yield  no  profit 
to  him,  but  which,  if  unfavourable,  involve  him  in  part — 
sometimes  in  a  considerable  part — of  the  loss  ? 

B.  This  appears  to  us  to  be  the  principal  risk  of  the  banker. 
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His  resource  for  keeping  clear  of  loss,  while  ignorant  and 
reckless  traders,  unknown  to  him,  may  be  lurking  among  his 
customers,  is  circumspection,  with  special  caution  in  regard  to 
those  who  would  tempt  him  with  a  rate  of  interest  above  that 
obtainable  from  others  who  have  unquestionable  security  to 
offer. 

P.  When  the  issuing  of  paper  money  was  first  thought  of, 
and  long  afterwards,  the  limits  to  which  it  might  be  carried 
had  been  very  imperfectly  considered.  Even  to  this  day, 
strange  delusions  prevail  in  many  countries,  and,  perhaps, 
have  not  been  entirely  dismissed  from  among  ourselves. 
When  paper  money  has  been  constituted  a  legal  tender,  and 
has  obtained  a  wide  circulation,  the  Government,  in  behalf  of  the 
community,  has  considered  itself  entitled  to  share  in  the 
advantages  derivable  from  the  issue.  You  can  guess,  I  dare 
say,  when  Governments  have  been  looking  about  for  the  means 
of  expenditure,  in  what  shape  they  will  have  been  likely  to 
claim  participation  in  these  advantages  ? 

13.  By  borrowing  some  of  the  money  received  by  the  bank 
in  exchange  for  its  notes. 

P.  In  some  countries,  Governments  have  issued  their  own 
notes,  and  the  temptation  has  been  very  strong  at  times  to 
issue  as  many  notes  as  possible,  so  as  to  increase  the  fund  out 
of  which  means  of  expenditure  might  be  taken.  An  examina 
tion  into  the  uses  of  paper  money  will  not  be  complete  till  we 
have  determined  whether  its  issue  can  be  carried  on  without 
limit,  or  within  what  limits  it  must  be  confined,  and  how  it  is 
to  be  ascertained  when  those  limits  have  been  reached.  The 
first  question  which  occurs  to  me  as  a  step  towards  ascertaining 
those  limits  is,  How  is  excess  of  issue  prevented  under  the 
system  which  prevails  in  this  country  ? 

B.  By  demands  for  payment  on  the  part  of  note  holders  who 
have  more  notes  than  they  wish  to  retain.  This,  coupled  with 
such  management  on  the  part  of  the  bank  as  will  enable  it  to 
meet  the  demands  made  upon  it  by  note  holders,  and  the  extra 
precautions  interposed  by  the  legislature  to  insure  the  due 
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payment  of  legal  tender  notes,  seems  to  bo  an  adequate 
security  against  anything  that  could  properly  bo  called  over 
issue. 

P.  When  bankers,  through  mismanagement,  become  in 
capable  of  paying  their  notes,  does  it  generally  occur  to  us  to 
say  that  there  has  been  an  over-issue  ? 

B.  Scarcely.  The  thought  uppermost  in  our  minds  would 
be,  the  mismanagement  which  led  to  the  loss  inflicted  by  them 
upon  their  customers,  whether  depositors  or  note  holders. 

P.  Setting  aside  bank  insolvency,  how  could  we  have  an 
over-issue  in  this  country,  regulated  as  our  currency  is  ? 

B.  We  don't  see  how  there  could  be  an  over-issue. 

P.  So  long  as  paper  money  is  convertible — that  is,  so  long 
as  the  issuers  of  it  are  capable  and  compellible  and  willing  to 
pay  their  notes  in  coin,  there  cannot  be  an  over-issue ;  is  that 
your  opinion  ? 

B.  It  is  more  than  our  opinion :  it  is  our  conviction, 
subject  to  anything  that  you  may  offer  to  shake  it. 

P.  How  is  it  possible,  then,  that  there  should  ever  be  an 
over-issue  of  paper  money  ? 

B.  An  over-issue  cannot  occur  unless  the  paper  be  incon 
vertible — that  is,  consist  of  legal  tender  notes,  the  issuers  of 
which  are  absolved  by  law  from  paying  them  in  coin. 

P.  An  over-issue  rendered  possible  in  the  way  you  have 
described  is  an  occurrence  of  which  every  country,  our  own  in 
cluded,  has  at  sometime  afforded  an  example.  There  is  a  feel 
ing  generally  prevalent  in  this  country  that  any  over-issue  of 
paper  will  never  be  permitted  again  among  ourselves.  The 
phenomenon  may  still  be  seen  in  some  countries.  The  study 
of  it  from  every  point  of  view,  and  in  all  its  bearings,  is  fraught 
with  instruction.  Suppose  the  Government  to  take  possession 
of  the  money,  or  adopting  the  expression  generally  used,  to 
borrow  it,  how  would  they  dispose  of  it  ? 

B.  In  paying  some  pressing  liabilities,  or  in  the  purchase  of 
materials  and  labour. 

P.  Are  the  materials  and  labour  obtained  by  the  Govern* 
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mcnt  through  the  money  borrowed  from  the  bank  as  much 
abstracted  from  other  purposes  as  if  the  money  had  been 
raised  by  taxes  ? 

B.  Being  appropriated  and  consumed  by  the  Government, 
they  cannot  be  available  for  other  purposes  ;  and  if  the  money 
through  which  they  are  obtained  be  borrowed  in  reality  as  well 
as  in  name,  the  day  of  repayment  will  bring  with  it  the  neces 
sity  of  raising  the  money  by  taxes. 

P.  As  this  is  a  matter  of  some  importance,  I  will  not  take 
leave  of  it  without  asking :  Can  a  Government  appropriate  to 
itself  any  portion  of  the  wealth  and  labour  of  a  community 
without  to  the  same  extent  diminishing  the  wealth  and  labour 
accessible  to  others  ? 

1).  Things  cannot  be  consumed  and  used,  and  be  at  the 
same  time  unconsumed  and  unused. 

P.  It  still  remains  to  be  asked :  Will  the  community  be 
cither  the  richer  or  the  poorer  according  to  the  way  in  which 
Government  obtains  the  means  for  consuming  wealth  and 
appropriating  labour  ? 

B.  Not  directly.  Indirectly,  the  industrial  arrangements  of 
the  country  might  be  more  or  less  disturbed,  and  thereby  ren 
dered  less  productive  of  future  wealth  and  well-being. 

P.  We  must  endeavour,  then,  to  ascertain  the  consequences 
of  abstracting  or  borrowing  from  a  bank  funds  which  it  cannot 
part  with  except  at  the  risk  of  its  ability  to  pay  its  notes  in 
coin.  What  amount  of  coin  will  a  bank  generally  retain  in  its 
keeping  ? 

B.  Only  so  much  as  is  required  for  guarding  against  all 
possible  claims  upon  it  for  the  payment  of  its  liabilities. 

P.  Why  will  it  not  retain  more  ? 

B.  Because  its  profits  arise  from  what  it  lends.  Were  it  to 
lend  nothing,  it  would  earn  no  profit.  The  more  it  lends,  and 
the  less  coin  it  retains,  consistently  with  security,  the  greater 
its  profit.  We  might  almost  say  that  it  is  a  principle  in  bank 
ing  to  retain  the  minimum  of  coin  consistent  with  security. 

P,  Would  the  compulsory  borrowing  of  any  portion  of  this 
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coin   endanger   the  stoppage  of    the  bank,    and  of  a  largo 
portion  make  the  stoppage  almost  inevitable  ? 
JJ.  We  must  say  "  yes  "  to  that  question. 
P.  By  whom,  in  such  circumstances,  would  the  stoppage  of 
the  bank  be  occasioned  ? 

1?.  By  the  Government — by  the  party  abstracting  or  "  com- 
pulsorily  borrowing  "  the  coin. 

P.  As  a  bank  stoppage  cannot  be  looked  upon  otherwise 
than  as  discreditable,  and  as  no  Government  could  feel  uncon 
cerned  at  the  imputation  of  being  the  author  of  it,  can  you 
suggest  a  course  by  which  the  Government  authorities  might 
hope,  while  they  helped  themselves  to  the  coin  in  the  bank,  to 
blind  themselves  and  an  unintelligent  public  to  the  fact  of  there 
being  a  stoppage  ? 

13.  There  is  only  one  way  that  we  know  of,  by  which  a 
stoppage  can  be  prevented,  and  that  is  by  respecting  the  bank 
reserve  of  coin. 

P.  But  if  the  Government  were  resolved  to  have  the  money, 
and  yet  wished  to  save  appearances,  to  do  wrong  and  appear 
to  do  right  ? 

Z>.  They  might  take  the  money  and  forbid  the  bank  to  pay 
its  notes  in  coin  :  using  the  term  "  forbid  "  to  convey  the  im 
pression  that  a  bank  devoid  of  coin  did  not  pay  its  notes  in 
coin  because  it  was  unable,  but  because,  for  state  reasons,  it  was 
not  permitted. 

P.  This  is  the  course  which  has  been  pursued  on  many 
occasions.  The  pains  taken  to  avoid  the  scandal  of  a  bank 
stoppage  by  hiding  the  reality  from  all  who  can  be  so  deceived 
has  given  rise  to  a  name  for  the  notes  for  which  coin  can  no 
longer  be  demanded.  Do  you  know  what  those  notes  arc 
called  to  distinguish  them  from  notes  for  which  payment  in 
coin  is  legally  claimable  ? 

B.  They  are  called  "  inconvertible." 

P.  When  bank  notes  have  been  made  inconvertible,  what  is 
their  value  ? 

B.  We  have  no  means  of  judging.     \Ve  have  heard  of  bank 
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notes  that  have  become  valueless.     They  wore  inconvertible  of 
course. 

P.  What  would  help  to  give  a  value  to  inconvertible  nott-s  ? 

77.  Their  being  constituted  "  legal  tender  "  and  bci;i<; 
accepted,  accordingly,  by  Government  in  payment  of  taxes. 

P.  How  could  we  ascertain  whether  bank  notes  had  been 
lowered  in  value  by  being  made  inconvertible  ? 

1J.  By  trying  what  could  be  got  for  them. 

P.  Are  you  not  trifling  with  me,  when  you  say  that  I  may 
ascertain  the  value  of  notes  by  ascertaining  it  ? 

Z>.  We  beg  your  pardon.  We  slipped  into  that  answer  in 
advertently. 

P.  It  might  so  happen  that  the  payment  of  notes  in  coin 
should  be  prohibited  on  the  eve  of  a  good  harvest.  Would  you 
attribute  any  part  of  the  fall  in  the  price  of  bread  to  the  incon 
vertibility  of  the  notes,  or,  as  it  is  sometimes  expressed,  to  the 
suspension  of  specie  payments  ? 

U.  We  could  not  do  that ;  for  although  notes  may  be 
lowered,  they  cannot  be  raised  in  value  by  being  made  incon 
vertible.  The  fall  in  the  price  of  bread,  or  rise  in  the  value 
of  notes  measured  in  bread,  would  be  caused  by  the  good 
harvest. 

P.  If  the  making  of  notes  inconvertible,  or  the  bank  restric 
tion,  or  the  suspension  of  specie  payments,  occurred  simul 
taneously  with  a  bad  harvest,  would  you  say  that  the  reduced 
value  of  notes  measured  in  wheat  was  caused  by  the  inconver 
tibility  of  the  notes  ? 

B.  The  bad  harvest  would  be  too  clearly  a  cause  of  part  of 
this  reduction  in  the  value  of  notes  for  us  to  dismiss  it  thus 
unceremoniously.  We  should  have  to  consider  what  part  of  the 
rise  in  the  price  of  wheat,  or  of  the  reduction  in  the  value  of  tlu> 
notes  as  measured  in  wheat,  was  attributable  to  the  inconver 
tibility  of  the  notes,  and  what  part  to  the  bad  harvest. 

P.  And  do  you  think  you  could  succeed  in  distinguishing  the 
effects  of  these  causes  separately  upon  the  value  of  an  incon 
vertible  paper  money  ? 
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B.  We  are  sure  that  we  could  not.  If  it  is  to  be  done,  more 
knowledge  than  we  are  possessed  of  must  be  brought  to  the  work. 

P.  By  way  of  bringing  the  consequences  of  making  paper 
money  inconvertible  more  completely  home  to  ourselves,  I  will 
ask  :  if  all  or  the  larger  part  of  the  gold  were  to  be  borrowed 
from  the  Bank  of  England  by  our  Government,  and  the  Bank  to 
be  restricted  from  paying  its  notes  in  gold,  do  you  expect  that 
its  notes  would  fall  in  value  ? 

B.  Certainly,  we  do. 

P.  What  opinion  would  you  form  of  the  effect  of  this  re 
striction  upon  the  value  of  the  notes  if  you  found  that  you  could 
exchange  them  elsewhere  for  gold  at  the  rate  of  SI.  17s.  W^d. 
per  oz.  ? 

B.  In  such  a  case  we  should  say  that  their  inconvertibility  at 
the  Bank  had  not  depreciated  their  value. 

P.  And  if  you  could  not  get  gold  except  at  the  rate  of 
4?.  10s.  per  oz.  ? 

B.  We  should  then  say  that  the  notes,  having  been  made 
inconvertible,  had  fallen  in  value  to  the  extent  marked  by  the 
difference  between  the  weight  of  gold  obtainable  from  dealers 
in  gold,  and  that  formerly  obtainable  from  the  Bank  of  England 
for  the  same  amount  of  notes. 

P.  If  gold,  instead  of  being  always  obtainable  at  the  rate  ot 
3/.  17s.  W^d.  per  oz.,  were  fluctuating  at  rates  never  below 
that,  but  ranging  up  to  51.  per  oz.,  could  you  suggest  any 
cause  for  such  fluctuations  ? 

B.  The  inconvertibility  of  the  notes.  If  the  notes  were 
convertible,  their  value  could  not  deviate  from  the  weight  of  the 
gold  which  they  were  promises  to  pay. 

P.  The  inconvertibility  is  the  cause  of  the  possibility  of 
depreciation,  but  my  question  refers  to  the  cause  of  fluctuation 
in  the  extent  of  depreciation.  Why  should  the  inconvertible 
notes  be  more  depreciated  in  value  at  one  time  than  at 
another  ? 

B.  The  confidence  of  the  public  in  the  Bank  might,  at  times, 
be  shaken ;  and  holders  of  notes  which  had  been  accepted  under 
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compulsion  might  bo  so  anxious  to  part  with  them  as  even  to 
submit  to  a  sacrifice.  If  their  business  made  it  necessary  for 
them  to  retain  in  their  possession  some  money,  whether  notes  or 
gold,  their  want  of  confidence  in  the  notes  would  make  them 
hasten  to  obtain  gold  in  exchange,  even  at  more  than 
3/.  17s.  10R  per  oz. 

P.  If  I  were  to  exclude  distrust  in  the  Bank  from  among  the 
causes  of  depreciation  in  the  value  of  their  notes  ?  If  the  largo 
capital  of  the  Bank,  and  the  goodness  of  its  securities — particu 
larly  of  those  received  from  the  Government  in  exchange  for  the 
gold  borrowed,  prevented  all  apprehension  of  Bank  insolvency  ? 

B.  Their  notes  could,  then,  hardly  be  depreciated.  At  least 
it  is  beyond  us  to  make  out  how  they  could  be. 

P.  Would  you  attach  any  importance  to  the  amount  of  notes 
which  the  Bank  might  issue  ?  Would  an  issue  of  notes  greatly 
in  excess  of  what  had  previously  been  kept  in  circulation  have 
any  effect  upon  their  value  ? 

B.  We  did  not  think  of  that.  It  must  of  course  ;  but  we 
are  fairly  puzzled. 

P.  Just  recall  for  a  moment,  how  the  quantity  of  money  in 
circulation,  paper  and  metal,  is  determined  when  the  bank  notes 
are  convertible. 

B.  It  is  settled  by  the  public. 

P.  And  who  are  the  regulators  of  the  quantity  of  money  when 
bank  notes  are  inconvertible  ? 

B.  The  only  regulators,  then,  must  be  the  issuers  of  the 
notes,  whether  bank  managers  or  Government  authorities  or  the 
two  combined. 

P.  What  prevents  an  excessive  issue  of  paper  money,  when 
the  notes  are  convertible  ? 

B.  The  applications  of  the  holders  of  these  notes,  which  are 
more  than  wanted,  for  payment  in  coin ;  and  generally, 
applications  by  the  bank  creditors  for  payment  of  what  is 
receivable  by  them  in  coin,  rather  than  in  notes. 

P.  And  what  prevents  an  excessive  issue  of  paper  money, 
after  the  notes  have  been  made  inconvertible  ? 
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B.  The  former  security  against  over-issue  is  removed,  and 
we  do  not  see  any  other  security  provided  in  its  place. 

P.  I  will  now  repeat  my  question :  Would  the  quantity  of 
notes  issued  by  the  Bank,  after  the  check  of  convertibility  had 
been  removed,  have  any  effect  upon  their  value  ? 

B.  We  no  longer  hesitate  to  say  that  it  must. 

P.  If,  after  the  bank  notes  had  been  made  inconvertible,  the 
issuers  did  their  utmost  to  keep  the  amount  issued  within  its 
former  limits,  do  you  think  it  possible  that  there  might  be  no 
depreciation  in  the  value  of  the  notes  ? 

B.  Quite  possible  :  the  Bank,  in  fact,  endeavouring  to 
regulate  their  issues  as  if  under  the  regulating  power  of  con 
vertibility. 

P.  Might  we  not  say  that,  with  convertibility,  the  danger  of 
excessive  issue  is  guarded  against  by  self-acting  machinery,  the 
place  of  which  must  be  supplied,  where  the  notes  are  incon 
vertible,  by  the  skill  and  vigilance  of  the  engineers  ? 

B.  That  is  our  thought. 

P.  Assuming  that  a  bank  had  been  deprived  of  its  reserve 
of  gold  before  its  notes  were  made  inconvertible,  and  that  its 
managers  were  both  skilful  and  vigilant,  what  would  be  the 
consequence  of  an  irresistible  application  from  the  Government 
for  a  loan  of  several  millions  of  pounds  ? 

B.  A  large  additional  issue  of  notes,  which  could  not  fail  to 
be  an  over-issue. 

P.  What  would  be  the  effect  of  such  an  over-issue  of  notes  ? 

B.  A  rise  in  the  prices  of  all  commodities,  a  disappearance 
of  gold  from  circulation,  because  its  value  as  bullion  would  be 
greater  than  the  same  nominal  value  for  which  bank  notes 
were  a  legal  tender. 

P.  When  prices,  with  a  convertible  currency,  rise  dispropor 
tionately  above  the  prices  current  in  other  countries,  what 
process  restores  the  equilibrium  ? 

B.  Diminution  of  exports,  increase  of  imports,  export  of 
coin  and  of  the  metal  out  of  which  money  is  coined,  and 
cancelling  of  the  notes  for  which  coin  has  been  demanded. 
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P.  What  would  occur  with  a  similar  rise  of  prices  where 
the  paper  money  was  inconvertible  ? 

]>.  The  same  changes,  except  the  cancelling  of  the  notes. 
Gokl  would  disappear ;  bank  notes  would  take  its  place,  and 
prices  would  cease  to  mean  values  measured  in  gold.  They 
would  be  values  measured  in  deferred  or  suspended  promises 
kept  in  circulation  because  they  were  legal  tender  and  usable 
in  payment  of  taxes,  and  by  the  hope  of  their  always  retaining 
some  value. 

P.  How  would  a  community  be  able  to  carry  on  its  daily 
business  with  a  paper  circulation,  the  smallest  note  in  which 
was  5/.,  but  so  depreciated  as  to  be  worth  little  more  than  an 
ounce  of  gold  ? 

13.  It  could  not  do  it,  except  at  very  great  inconvenience.  A 
five-pound  note  could  not  for  any  length  of  time  be  so  depreciated 
as  to  be  worth  no  more  than  one  ounce  of  gold,  except  with 
the  disappearance  of  gold  from  circulation. 

P.  And  what  would  happen  with  the  silver  coin  ? 

B.  That  would  disappear  also.  For  the  ounce  of  silver 
which  is  coined  into  5s.  6d.  would  be  worth  more  than  G^. 

P.  And  how  with  the  copper  and  bronze  coin  ? 

B.  That  would  remain,  particularly  the  bronze ;  unless, 
indeed,  the  depreciation  of  the  paper-money  through  excessive 
issue  were  carried  so  far  as  to  make  the  five-pound  note  worth 
no  more  than  a  half  ounce  of  gold. 

P.  In  confirmation  of  the  correctness  of  your  answers,  I  may 
mention  that  during  the  few  years  when  the  people  of  this 
country  were  suffering  from  the  scourge  of  a  depreciated  paper 
currency,  in  conjunction  with  other  calamities,  self-inflicted 
through  ignorance,  one-pound  notes  were  issued  to  supply 
the  place  of  gpld  coin,  and  bank-tokens  (as  they  were  called)  of 
3s.  and  Is.  Qd.  with  no  more  silver  in  them  than  our  T^  and  ^ 
of  a  sovereign  to  supply  the  place  of  silver  coin.  Shillings  and 
sixpenny  pieces,  defaced  and  greatly  reduced  in  weight  by  wear, 
with  copper  coin,  were  the  makeshifts  for  all  the  minor  trans 
actions  in  buying  and  selling.  That  part  of  the  silver  com 
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which  was  of  full  weight  disappeared  as  fast  as  it  was  issued  ; 
and  after  a  time  the  former  coinage  was  superseded  by  that  of 
the  bank-tokens. 

B.  It  is  difficult  to  imagine  how  people  should  have  been 
unable  to  see  why  it  was  that  the  gold  and  silver  coin  were 
driven  out  of  circulation. 

P.  When  young  people,  like  you,  have  been  brought  up, 
step  by  step,  to  the  capability  of  interpreting  correctly  the 
phenomena  of  nature,  without  being  left  to  wander  unassisted 
through  darkness  and  illusions,  it  must  appear  surprising  that 
our  forefathers  should  have  been  so  long  involved  in  the  most 
manifest  contradictions.  Language  lends  itself  to  maintain 
former  errors.  We  still  talk  of  the  movements  of  the  sun  and 
stars,  as  if  the  appearances  of  movement  in  them  were  not 
occasioned  by  the  movements  of  the  earth.  In  like  manner, 
the  depreciation  of  the  inconvertible  paper  money  was  hidden 
by  speaking  of  the  paper  pound  as  the  unit- standard  measure 
of  value,  assuming  it  to  be  the  former  pound  unaltered,  and 
representing  gold  as  being  at  a  premium. 

B.  According  to  the  accounts  which  we  have  from  the 
United  States,  the  people  there  seem  to  be  running  the  same 
course.  Specie  payments  have  been  suspended.  There  is  an 
excessive  issue  of  paper  money.  But  it  is  said  that  gold  is 
at  a  premium,  not  that  the  paper  dollar  is  depreciated ;  which 
is  as  much  as  to  say,  unless  it  be  admitted  that  the  unit- 
standard  measure  of  value  has  been  altered,  that  a  dollar  is 
worth  more  than  a  dollar. 

P.  What  would  you  say,  then,  determined  the  value  of 
inconvertible  bank-notes  which  are  legal  tender,  and  usable 
in  the  payment  of  taxes  ? 

B.  Their  quantity.  In  that  respect,  there  is  some  resem 
blance  between  coins  and  inconvertible  bank-notes.  For  if  the 
metal  out  of  which  money  is  coined  were,  by  some  freak  of 
nature,  to  become  as  abundant  as  stone,  its  value  and  that 
of  the  money  coined  from  it  would  be  so  small  compared  with 
its  bulk  and  weight  as  to  unfit  it  for  a  circulating  medium. 
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P.  As  you  have  mentioned  a  kind  of  resemblance,  which 
you  think  you  perceive,  hetween  the  effect  produced  upon 
prices  by  an  unlimited  issue  of  paper  money,  and  an  indefinite 
supply  of  gold,  can  you  also  point  out  wherein  the  probable 
effects  traceable  to  these  two  causes  differ  ? 

B.  We  did  not  expect  that  you  would  take  up  this  hasty 
comparison  of  ours  so  seriously.  An  indefinite  supply  of  gold 
is  evidently  altogether  imaginary  ;  and  next,  if  anything  like 
it,  contrary  to  all  experience,  were  to  occur,  the  supply  would 
come  gradually  and  in  the  light  of  day,  and  its  effect  could  be 
anticipated  and  estimated.  Whereas,  an  indefinite  supply  of 
paper  money  may  occur  whenever  and  wherever  there  is  folly 
or  dishonesty  enough  to  create  it ;  and  it  is  a  work  of  dark 
ness,  and  thereby  eludes  the  detection,  anticipation,  and  calcu 
lation,  which  might  enable  some  of  its  sad  consequences  to  be 
guarded  against. 

P.  Do  you  know  of  any  instance  of  a  paper-money,  the 
excessive  issue  of  which  has  been  persevered  in  to  such  an 
extent  as  to  become  valueless,  and  to  lead  the  government 
which  had  issued  it  to  its  repudiation  as  a  lesser  evil  and 
injustice  than  its  acknowledgment  and  payment  ? 

13.  There  is  the  celebrated  instance  of  the  French  assignats. 

P.  Have  we  any  examples  of  an  inconvertible  paper  money 
suffered  to  run  by  over-issue  to  a  considerable  depreciation, 
but  checked  so  as  not  to  become  utterly  worthless  ? 

11.  Yes,  there  is  the  paper  dollar  of  Buenos  Ayres,  nominally 
a  dollar — about  4.s-.  2</.  of  our  money,  but  in  reality  not  worth 
so  much  as  3rf. — depreciated  by  over-issue  to  one-twentieth 
part  of  the  value  promised  upon  the  nice  of  the  note,  but 
preserved  from  extinction  by  a  check  at  the  eleventh  hour  on 
the  further  growth  of  excess.  Another  remarkable  example 
has  been  afforded  by  Russia.  There  the  rouble  bank-note, 
supposed  originally  to  be  equivalent  to  the  silver  rouble,  or 
about  38|rf.  of  our  money,  was  issued  in  such  excess  as  to  be 
worth  little  more  than  the  fourth  part  of  a  silver  rouble.  In 
order  to  bring  so  discreditable  a  state  of  the  currency  to  an. 
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end,  it  was  determined  some  years  ago  to  resume  specie  pay 
ments,  making  the  depreciated  paper  rouble  convertible  at  the 
rate  of  three  and  a  half  paper  roubles  to  one  silver  rouble. 

P.  It  would  have  been  well  for  the  character  of  the  Russian 
government,  if  it  had  abided  by  a  resolution  so  wisely  formed, 
but  unfortunately  the  same  combination  of  ignorance  and 
rapacity  which  induced  the  Russians  a  few  years  ago  to  invade 
the  territories  of  a  neighbouring  nation,  induced  them  to  make 
another  over-issue  of  inconvertible  paper  money  to  meet  the 
expenses  of  their  iniquitous  project.  But  have  we  not  a 
still  later  instance  of  similar  misapprehension  and  mismanage 
ment  in  connection  with  paper  money  from  another  part  of  the 
world  ? 

B.  You  mean,  of  course,  the  suspension  of  specie  payments 
by  the  banks  in  the  United  States,  and  the  issue  of  legal- 
tender  inconvertible  paper  by  the  government  there. 

P.  There  is  one  other  question  which  I  should  like  to  sub 
mit  to  you  in  regard  to  the  resumption  of  specie  payments, 
after  a  paper  money  had  been  made  inconvertible,  and  suffered 
to  become  depreciated  by  excess  of  issue.  On  what  terms 
ought  specie  payments  to  be  resumed  ? 

B.  That,  we  conceive,  should  depend  upon  the  length  of 
time  during  which  the  depreciation  had  prevailed,  and  upon 
the  extent  to  which  it  had  been  permitted.  If  the  time  had 
been  short,  and  the  depreciation  small,  the  reasons  for  re 
storing  the  value  of  the  depreciated  paper  by  fulfilling  the 
promise  registered  upon  the  face  of  each  note,  appear  to  us 
to  preponderate.  But  if  the  depreciation  were  great  and  had 
subsisted  for  years,  as  in  the  case  of  the  paper  dollar  at 
Buenos  AJTCS,  the  injustice  of  resuming  specie  payments  by 
making  debtors  pay  5Qd.  when  they  had  contracted  to  pay 
8d.,  would  be  as  great  as  it  had  been  to  force  creditors  to 
accept  3d.  when  they  were  entitled  by  their  contract  to  re 
ceive  50;?. 

P.  How  happens  it  that  governments  and  nations  sufficiently 
enlightened  to  shrink  from  a  debasement  of  the  coin,  cau  have 
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given  in  to  the  debasement  of  their  paper  money  by  over 
issue  ? 

/>'.  The  folly  and  iniquity  of  the  proceeding  were  hidden 
from  them  by  their  ignorance.  At  the  time  of  the  Bank 
Restriction  Act,  our  Government  would  have  been  incapable  of 
taking  10,000,000/.  in  gold  from  the  bank,  and  making  it  into 
12,000,000^.  by  the  addition  of  alloy  ;  but,  blind  to  the  con 
sequences  of  over-issue,  they  suffered  a  debasement  of  the  paper 
money  to  steal  insensibly  upon  them,  and  then  unhesitatingly 
denied  that  any  portion  of  the  riso  of  prices  was  caused  by 
the  debasement  of  the  notes  as  marked  by  the  value  of  gold 
measured  in  notes.  Notes  were  not  debased,  it  was  said,  gold 
was  at  a  premium.  In  like  manner,  we  now  hear  that  gold 
is  at  a  premium  in  the  United  States,  as  if  the  paper-dollar 
were  vindicated  from  depreciation  instead  of  being  convicted  of 
depreciation  by  the  very  admission. 

P.  Does  it  not  appear  somewhat  strange  to  you,  after  so 
many  nations  in  Europe  had  suffered  and  recovered  from  the 
delusion  as  to  the  possibility  of  procuring  the  means  of  govern 
ment  expenditure  by  an  unlimited  issue  of  inconvertible  paper 
money,  that  the  people  of  the  United  States  should  fall  a  prey 
to  the  very  same  delusion,  and  apparently  with  as  little  mis 
giving,  as  if  nobody  had  ever  suffered  before  them  ? 

1>.  It  would  appear  more  strange,  if  we  did  not  know  that 
they  were  also  suffering  other  evils  originating  in  the  same 
common  cause.  Ignorance,  giving  a  loose  to  their  passions 
where  sense  should  control  and  guide  them,  has  made  its 
victims  persist  doggedly  in  courses  which,  if  not  quite  aban 
doned  by  all,  arc  seen  by  most  of  us  to  lead  only  to  mischief. 
When  they  desist  from  fighting  for  dominion,  from  suppressing 
freedom  of  discussion,  from  maintaining  restrictions  on  trade, 
and  from  combining  and  striking  for  increase  of  wages,  wo 
shall  be  surprised  if  they  do  not  also  discontinue  the  issue  of 
inconvertible  paper  money. 

P.  Are  you  aware,  when  you  attribute  the  ill-conduct,  of 
which  the  people  of  the  United  States  are  offering  such 
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terrible  examples,  to  their  ignorance,  that  they  lay  claim  to  an 
extent  of  education  far  beyond  that  which  prevails  among  any 
other  people  in  the  world,  and  that  many  of  our  own  country 
men  countenance  their  pretensions  ? 

B.  If  these  pretensions  be  well  grounded,  we  should  be 
driven  to  inquire  what  kind  of  instruction  was  imparted  under 
their  scheme  of  education,  widely  extended  as  it  is  represented 
to  be  ;  we  must  be  on  our  guard  lest  ignorance  take  to  using 
education  as  it  uses  paper  money  by  first  debasing  it,  and  then 
boasting  of  its  quantity.  For  while  the  paper  dollar  is  de 
preciated  30  per  cent.,  the  abundance  or  plentifulness  which 
causes  its  depreciation  is  made  the  theme  of  congratulations. 

P.  With  your  views  of  the  influence  of  education,  it  might 
be  inferred  that  you  feel  quite  confident  that  it  will  be  impos 
sible  for  you  in  after  life  to  give  your  countenance  or  support 
to  an  issue  of  inconvertible  paper  money.  Is  this  your  feeling  ? 

B.  To  say  that  we  feel  confident  of  rising  to  any  height  of 
wisdom  or  excellence,  however  .  small,  would  not  be  very 
becoming.  You  might  tell  us  that  diffidence  rather  than  con 
fidence  will  be  more  likely  to  help  us  to  the  wisdom  and 
excellence  which  we  ought  to  be  hoping  for. 

P.  Expectations,  if  not  confident  feelings,  in  regard  to  our  own 
future  conduct  may  be  warranted,  partly  at  least,  by  the  know 
ledge  which  we  are  conscious  of  possessing.  As  the  farmer, 
the  manufacturer,  the  miner,  the  ship-builder,  the  engineer  and 
the  navigator  of  modern  times,  all  feel  confident,  with  their 
knowledge,  that  there  are  many  things  which  they  must  do,  if 
they  would  succeed  in  their  callings,  and  which  their  predeces 
sors  could  not  have  done  because  they  were  not  possessed  of 
that  knowledge  ;  so  we  may  say  that  school-boys,  instructed 
as  you  are,  will  and  must  do  some  things,  and  refuse  to  do 
other  things,  which  boys  uninstructed,  or  less  instructed,  would 
have  little  or  no  thought  about.  You  are  quite  justified,  there- 
fbre,  in  suspecting  that  an  ill-conducted  community  which 
boasts  of  the  extent  of  its  education,  must  be  going  astray  in 
some  respects,  in  what  it  is  imposing  upon  the  young  under  the 
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name  of  education.  In  former  days,  when  the  rules  of  conduct 
which  lead  to  well-being  were  unknown  to  adults,  they  could 
not  be  taught  to  the  young ;  and  if  those  adults  among  our 
selves  now  who  understand  them  neglect  to  teach  them  to  the 
young,  what  will  education  avail,  extend  it  as  you  may  ? 

/?.  Whatever  else  it  may  accomplish,  it  cannot  avail  to  ward 
off  evils,  the  causes  of  which  are  unperceived.  Rules  of  con 
duct  as  a  means  of  attaining  well-being,  or  of  warding  off  evils, 
must  be  faulty  or  incomplete,  or  even  causes  of  evil  in  them 
selves,  if  framed  by  those  to  whom  the  causes  of  evil  are 
unknown. 

P.  I  am  inclined  to  agree  with  you  that  if  we  admit  the 
claims  of  our  transatlantic  brethren  to  stand  pre-eminent  among 
the  nations  for  the  extent  of  their  education,  we  must  also 
admit,  judging  by  its  fruits  in  their  conduct,  that,  if  not  worse, 
education  among  them  is  as  indifferent  in  its  quality  as  that 
which  prevails  among  ourselves.  Let  us  hope  that,  with  the 
assistance  of  boys  as  happily  placed  as  you  are,  there  will  arise 
an  universal  spirit  of  emulation,  both  in  the  New  World  and 
the  Old,  not  only  to  extend  education  where  it  is  still  deficient, 
but  to  improve  it  where  still  defective. 
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ON    TAXATION 

AS    A     MEANS    OF    PROCURING    PROTECTION    AND    OTHER 
ADVANTAGES    OF   GOOD    GOVERNMENT. 


P.  LET  us  now  return  to  a  matter  which  formed  the  subject 
of  one  of  our  earlier  conversations.  We  agreed  that  "  a  dis 
position  to  respect  property  "  was  among  the  qualities  to  be 
classed  as  good,  and  to  be  cultivated  accordingly.  We  found 
ourselves,  however,  compelled  to  admit  that  this  disposition 
has  been,  up  to  the  present  time,  neither  so  general  nor  so 
deep-seated  as  to  lead  to  a  respect  for  property  capable  of  sus 
taining,  without  other  assistance,  even  such  an  amount  of  well- 
being  as  we  have  hitherto  attained  to  the  enjoyment  of. 
Hence  we  acquiesced  in  the  necessity  of  laws,  and  of  the  power 
to  enforce  them  as  a  supplementary  means  for  obtaining  that 
security  of  property  without  which  a  state  of  well-being 
would  be  impossible.  Without  attempting  to  prognosticate 
how  much  more  widely  diffused  and  strongly  implanted  feelings 
of  respect  for  property  may  become  by  an  education  better  in 
quality  and  provided  for  all,  we  have  acknowledged  that  pro 
perty  must  be,  or  ought  to  be,  protected.  As  it  will  not  do 
for  us  to  have  any  doubt  about  the  sense  in  which  we  use 
these  terms  "must  be"  and  "  ought  to  be,"  I  will  inquire — how 
is  it  we  say  that  property  must  be  protected,  seeing  that,  with 
all  our  efforts,  it  still  remains  so  imperfectly  protected  as 
it  is? 

13.  As  we  understand   it,  you  use    the  word  "  must "  to 
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signify  that  the  highest  attainable  state  of  well-being  is  not  to 
be  enjoyed  without  a  prevalence  of  feelings  of  respect  for  pro 
perty;  and  that  in  proportion  to  our  success  in  providing 
protection  as  a  substitute  for  the  respect  in  which  many 
arc  yet  deficient,  will  bo  our  enjoyment  of  the  well-being 
derivable  from  all  those  other  causes  which  contribute 
to  it? 

P.  And  when  we  say  that  property  ought  to  be  protected, 
what  do  we  mean  by  "  ought  "  ? 

B.  We  mean  that  the  thought  or  wish  with  all  people 
should  be  to  do  their  utmost  to  contribute  to  the  general  well- 
being,  and  that,  as  protection  is  indispensable  for  the  general 
well-being,  property  ought  to  be  protected,  or  all  people  ought 
to  assist  in  protecting  property. 

P.  Is  "protection  to  property"  an  object  which  could  be 
effectually  accomplished  by  the  isolated  or  uncombined  exer 
tions  of  each  individual  ? 

B.  No,  it  can  only  be  effectually  accomplished  by  the 
united  efforts  of  numbers  or  of  a  community.  We  all  know 
that  the  evil-disposed,  who  are  intent  upon  invading  the  pro 
perty  of  others,  plan  their  depredations  in  secret,  fall  upon 
their  intended  victims  by  surprise,  and  act  with  force  sufficient 
to  overmatch  any  resistance  that  they  expect  to  meet  with. 
Property,  therefore,  can  only  be  adequately  protected  by  the 
organization  of  numbers,  some  of  whom  are  ever  on  the  look 
out,  and  others  ready  to  act  in  any  direction  with  force 
sufficient  to  deter,  and  if  necessary  to  beat  off  any  force  that 
might  be  opposed  to  them. 

P.  How  can  a  community,  granting  the  superiority  of  its 
power  as  compared  with  that  of  the  individuals  whose  evil 
designs  are  to  be  opposed,  bring  its  power  to  bear  wherever 
and  whenever  it  is  called  for  ? 

B.  The  power  of  a  community  can  only  be  brought  to  bear 
by  enlisting  and  organizing  a  sufficient  number  of  its  members 
for  the  special  purpose  of  affording  the  protection  wherever  and 
whenever  it  may  be  required.  The  assurance  that  this  pro- 
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tection  is  ever  at  hand  inspires  the  feeling  of  security  which 
enables  individual  precautions  to  be  partially  dispensed  with, 
and  deters  many  not  indisposed  to  assault  the  property  and 
persons  of  others  from  making  the  attempt. 

P.  How  are  the  individuals  required  for  the  purpose  of 
protecting  person  and  property  drawn  away  from  some  of  the 
ordinary  employments  by  which  wealth  is  earned,  and  through 
which  they  might  fairly  hope  to  acquire  the  means  of  comfort 
able  livelihood,  and  attracted  to  this  which  may  be  called  a 
public  service  ? 

B.  They  are  first  promised  payment,  and  afterwards  paid 
out  of  the  wealth  produced  by  others ;  and  being  thus  liberated 
from  the  necessity  of  applying  themselves  to  any  of  the 
ordinary  methods  of  producing  wealth,  they  are  enabled  in 
return  to  devote  their  energies  exclusively  to  the  work  for 
which  they  are  retained  and  for  which  they  will  have  sought  to 
acquire  the  requisite  qualifications.  Their  liberation  from  the 
necessity  of  producing  wealth  is  made  the  means  of  liberating 
all  other  members  of  society  from  the  necessity  of  contributing 
by  personal  service  to  the  protection  of  the  wealth  which  they 
produce. 

P.  In  what  shape  are  these  public  servants  or  officials  paid 
for  their  services  ? 

B.  In  money. 

P.  And  how  is  the  money  obtained  with  which  the  officials 
are  paid  ? 

B.  It  is  collected  from  the  members  of  the  community, 
among  whom  they  also,  as  members  of  the  community,  con 
tribute  towards  the  pay  which  they  receive. 

P.  Has  any  name  been  appropriated  to  the  money  which 
is  collected  for  the  service  of  the  state,  or  the  public 

service  ? 

B.  The  money  so  collected  goes  by  the  name  of  "  taxes." 
P.  Are  the  taxes  collected  from  the  different  members  of 
the  community  levied  upon  one  uniform  system,  readily  ob 
servable,  or  in  such  a  variety  of  ways  as  to  demand  careful 
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study  and  investigation   to    discover   what  system   has  been 
adopted,  or  whether  they  be  levied  on  any  system  at  all  ? 

If.  As  far  as  we  are  concerned,  the  system  that  has  been 
followed  has  to  bo  learned,  for  certainly  we  know,  and  have 
thought  little  about  it  up  to  this  time. 

P.  Will  you  name  to  me  some  of  the  taxes  that  you  have 
heard  of  ? 

B.  Taxes  on  sugar,  coffee,  and  tea,  on  tobacco,  wine,  spirits, 
and  malt ;  taxes  on  hotfses,  horses,  dogs,  carriages  and  servants ; 
besides  the  property  and  income  taxes,  stamps,  and  probate, 
succession  and  legacy  duties. 

P.  You  have  given  me  a  long  list  here,  and  have  named 
the  principal  taxes  that  are  now  levied  in  this  country,  although 
there  are  still  some  others  of  minor  importance.  There  was 
till  lately  a  much  larger  number  of  taxes,  and  we  will  endeavour 
by-and-by  to  learn  the  reasons  which  led  to  the  repeal  of  some, 
and  to  the  retention  of  others.  The  taxes  which  you  have 
mentioned,  with  others  repealed  and  unrepealed,  have  been 
classified  under  other  names,  with  which,  I  daresay,  you  are 
not  unacquainted.  For  example,  what  collective  name  is 
given  to  all  taxes  on  commodities  imported  ? 

B.  Customs  taxes,  or  duties. 

P.  To  taxes  on  commodities  produced  at  home  ? 

B.  Excise  taxes,  or  duties. 

P.  To  taxes  on  dwelling-houses,  carriages,  horses,  dogs,  and 
servants  ? 

B.  Assessed  taxes. 

P.  These  three,  and  the  property  and  income  taxes,  the 
probate,  succession  and  legacy  duties,  and  the  stamp  taxes, 
make  up  our  system  of  taxation,  if  it  may  be  so  called,  which  we 
will  examine,  while  we  are  studying  the  larger  question  of  the 
principles  which  ought  to  guide  the  legislature  in  deciding  what 
taxes  ought  to  be  levied.  But  are  there  not  other  contributions 
levied  upon  people  which  do  not  go  by  the  name  of  taxes  ? 

B.  There  are  the  rates  for  the  poor,  for  the  highways,  for 
lighting  and  cleansing  the  streets,  and  for  gas  and  water. 
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P.  Docs  it  appear  to  you  that  there  is  any  distinction  useful 
to  be  drawn  between  the  contributions  levied  under  the  name 
of  taxes,  and  those  under  the  name  of  rates  ? 

13.  We  have  heard  taxes  called  the  Queen's  taxes,  indicating 
that  they  are  raised  to  provide  the  means  of  general  govern 
ment,  principally  for  the  purposes  of  protection,  and  of  in 
spiring  feelings  of  confidence  and  security.  Bates  are  levied 
under  the  sanction  of  law,  for  purposes  of  local  government. 
On  account  of  the  form  in  which  individuals  pay  for  their  sup 
plies  of  water  and  gas,  the  term  "  rates  "  has  been  applied  to 
the  sums  demanded  of  individuals  in  payment  for  them :  but 
as  it  is  quite  as  optional  with  individuals  to  have  water  or  gas 
as  any  other  commodity  in  their  houses,  the  payment  may  be 
said  to  be  optional  also. 

P.  You  must  often  have  heard  people  complain  of  taxation. 
You  may  have  heard  much  of  the  privation  and  destitution 
that  afflict  society  attributed  to  the  weight  of  the  taxes  under 
which  we  groan.  Has  it  ever  occurred  to  you  to  form  an 
opinion  concerning  the  amount  of  taxes  which  ought  to  be 
levied  upon  any  people  ? 

B.  As  small  as  possible,  no  more  than  is  necessary  to  pro 
vide  the  means  required  for  such  Government  purposes  as  the 
general  intelligence  pronounces  to  be  useful  and  desirable. 

P.  Is  it  your  opinion  that  the  trustees  who  act  in  behalf  of 
the  community,  call  them  by  what  name  we  will,  ought  to  pro 
vide  protection  in  the  same  spirit  in  which  our  best  conducted 
industrial  establishments  supply  commodities  to  their  cus 
tomers,  that  is,  of  the  best  quality,  and  at  the  lowest  price  ? 

B.  Certainly ;  and  as  they  are  necessarily  armed  with  a 
power,  not  possessed  by  industrial  administrators,  of  insisting 
that  Government  services  shall  be  paid  for,  even  by  those  who 
profess  not  to  want  them,  they  should  be  careful  not  to  inflict 
upon  the  community  a  burden  more  than  commensurate  with 
the  services  rendered. 

P.  Ought  the  Government  which,  as  you  say,  is  necessarily 
armed  with  a  power  not  granted  to  individuals,  to  use  this. 
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power  in  insisting  that  individuals  shall  accept,  and  therefore 
pay  for  Government  services  ? 

JL  Government  services  could  not  be  efficiently  rendered,  if 
individuals  were  not  bound  to  pay  for  them,  even  when  they 
fancied  that  they  did  not  require  those  services.  The  police, 
the  army  and  navy,  the  courts  of  law,  and  other  Government 
establishments,  to  be  efficient,  must  bo  provided  for  all  indis 
criminately.  The  services  proffered  by  a  tradesman  are  not 
the  less  available  for  those  who  require  them,  because  they  arc 
declined  by  others.  As  the  benefit  of  Government  services 
cannot  but  be  participated  in  by  every  member  of  the  com 
munity,  and  as  the  attempt  to  exclude  those  who  might  be 
unwilling  to  pay  from  a  share  in  it,  if  that  could  be  accom 
plished,  would  make  the  services  less  effective,  the  obligation 
of  contributing  towards  those  services  must  be  imposed  upon 
all. 

P.  Your  reasons  for  making  payment  of  taxes  obligatory 
upon  all  seem  plausible  ;  but  would  you  make  all  pay  alike  ? 

B.  Seeing  how  unequally  wealth  is  distributed,  and  that 
taxes  must  be  paid  out  of  wealth,  equality  of  payments  would 
not  be  possible,  nor  desirable  if  possible.  Paupers  have  no 
wealth,  but  are  maintained  out  of  the  wealth  of  others  ;  and 
criminals,  instead  of  paying,  consume  taxes.  There  must 
bo  very  many  whose  stock  of  wealth  is  so  small,  so  little 
removed  from  pauperism,  that  it  would  be  hopeless  to  think  of 
extracting  much  from  them  in  the  form  of  taxes. 

P.  Do  you  think  it  desirable,  in  imposing  taxes,  that  one 
object  to  be  kept  in  view  should  be  to  distribute  the  contri 
butions  over  the  whole  community,  somewhat  in  proportion  to 
the  wealth  possessed  by  each  individual  ? 

B.  Such  a  scheme  would  be  more  practicable  and  more 
equitable  than  one  for  taxing  all  alike. 

P.  How  would  a  scheme  of  this  kind  tell  upon  the  saving 
as  compared  with  the  extravagant  portion  of  the  community  ? 

J3.  It  would,  no  doubt,  throw  the  weight  of  taxation  upon 
the  former;  and  we  have  agreed  that  economy  ought  to  be 
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encouraged,  and  extravagance  discountenanced.  This  is  an 
objection  to  distributing  taxes  with  an  exclusive  regard  to  the 
proportions  of  wealth  possessed  by  each  individual  which  had 
escaped  us. 

P.  You  must,  however,  be  on  your  guard  not  to  allow  the 
discovery  of  one  oversight  to  hurry  you  into  forming  a  definite 
judgment.  You  may  become  sensible  of  other  oversights. 
Nevertheless,  you  will  do  well  to  keep  this  one  in  mind,  and 
to  give  the  weight  which  is  due  to  it  when  all  the  other 
elements  of  a  sound  judgment  are  before  us.  How  a  scheme 
of  taxation  adapted  to  take  from  each  member  of  the  com 
munity  in  proportion  to  his  wealth,  would  bear  upon  the  saving 
as  compared  with  the  extravagant,  is  a  question  not  to  be  dis 
regarded.  Could  you  furnish  an  illustration  of  the  action  of  a 
tax  levied  pro  raid  upon  wealth  or  property,  upon  these  two 
classes  ? 

B.  We  might  take  A  and  B  as  representatives  of  the  savers 
and  non- savers  among  the  large  masses  of  society  who  are 
born  not  to  inherit,  but  to  earn  their  own  means  of  mainten 
ance.  We  may  fix  upon  an  average  annual  income  throughout 
an  industrial  life  of  forty  years  of  200Z.  a  year,  out  of  which 
A  saves  501.  a  year,  B  nothing.  A  is  the  type  of  persons 
whom  society  wishes  to  see  on  the  increase ;  B  the  type  of 
persons  whom  society  desires  to  become  extinct.  The  first  are 
self-supporting,  and  contribute  to  the  support  of  paupers.  The 
second  contribute  to  swell  the  numbers  of  the  pauper  class. 
Nevertheless,  so  far  as  any  scheme  of  taxation  can  be  sup 
posed  to  act  upon  the  two  classes,  a  wealth  or  property  tax 
encourages  B  at  the  expense  of  A,  the  extravagant  at  the  ex 
pense  of  the  economical. 

P.  We  may  find  that  not  one,  but  many  considerations  must 
weigh  with  legislators  in  imposing  taxes.  What  would  you  say 
to  a  scheme  which  distributed  them  over  individuals  in  pro 
portion  to  the  expenditure  of  each  ? 

B.  Such  a  scheme  would  be  free  from  the  objection  of 
holding  out  any  encouragement  to  extravagance.  It  might  be 
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thought  to  weigh  heavily  upon  those  who  earned  low  wagi-s 
and  had  but  little  to  spend.  But  even  among  them,  the 
individuals  who  were  making  an  effort  to  save  would  not  be 
sentenced  to  bear  an  extra  burden  shifted  upon  them  by  tho 
less  provident. 

P.  How  would  an  income-tax  compare,  both  with  a  property- 
tax  and  with  an  expenditure-tax  ? 

13.  It  would  bear  upon  the  economical,  as  compared  with 
the  extravagant,  less  heavily  than  a  property-tax,  and  more 
heavily  than  an  expenditure-tax. 

P.  An  income-tax  which  does  not  distinguish  between  tho 
sources  of  income,  whether  it  be  derivable  from  wages,  interest, 
or  rent,  has  been  strongly  objected  to  on  the  ground,  not  that 
it  allows  the  extravagant  to  escape  a  part  of  what  they  ought 
to  pay,  but  that  to  tax  an  income  dependent  upon  health  and 
life,  and  out  of  which  it  is  the  duty  of  the  owner  to  save,  at 
the  same  rate  with  an  income  independent  of  health  and  life, 
and  out  of  which  the  owner  has  no  occasion  to  save,  is  to 
throw  the  burden  of  taxation  upon  those  least  able  to  bear  it, 
and  to  grant  remission  to  those  who  would  only  have  to  pay 
out  of  their  comparative  abundance.  Is  there  not  some  force 
in  this  objection  ? 

13.  Our  first  impressions  would  lead  us  to  attach  very  great 
weight  to  it.  Nevertheless,  if  we  include  "protection,"  and 
we  think  it  ought  to  be  included,  among  the  necessaries  of  life, 
we  cannot  see  why  arrangements  should  be  specially  made  for 
relieving  the  thriftless  from  the  obligation  of  earning  it  with 
their  food  and  clothing.  If  there  were  no  government,  they 
would  have  to  protect  themselves.  And  taxation  is  but  tho 
means  through  which  protection  can  be  most  cheaply  and 
effectively  provided. 

P.  But  is  it  not  desirable  that  the  burden  of  taxation  should 
be  distributed  in  such  a  way  as  to  weigh  upon  each  individual 
in  proportion  to  his  strength  and  means  ? 

13.  We  would  not  contend  that  this  is  not  desirable.  It 
might,  perhaps,  be  found  that  the  object  aimed  at  would  bo 
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more  easily  reached  by  efforts  to  prevent  children  from  growing 
up  into  thriftless  men,  by  efforts  to  provide  for  their  becoming 
possessed  of  strength  and  means,  than  by  efforts  to  bestow  the 
fruits  of  economy  upon  the  thriftless.     But  we  feel  that  we 
have  more  to  learn  before  we  can  hope  to  solve  all  the  diffi 
culties  which  you  are  presenting  to  us.    Looking  upon  taxation 
as  extended  over  a  whole  life,  we  cannot  divest  ourselves  of 
the  feeling  that  the  legislator  should,  if  possible,  avoid  breaking 
down,  by  his  interference,   any  of  the  defences,  neutralizing 
any  of  the  motives  to  economy,  or  holding  out  a  premium  to 
extravagance.     If  A  and  B  were  to  represent  the  saving  and 
non-saving   among   the  proprietors  of  rents  and  aumiities^  of 
200/.  a  year,  an  income-tax  would  collect  more  from  the  saving 
than  from  the  non-saving.     There  may  be  excellent  reasons 
yet  unmentioned  for  deviating  from  the  principle  of  "taxation 
proportioned  to   expenditure ;  "  but  every  such   deviation  in 
order  to  relieve  spenders  must  fall  upon  the  saving.     It  is  to 
be  expected,  of  course,  that  the  non-saving  will  comprise  the 
poorer  classes.    The  statesman  entrusted  with  devising  a  scheme 
of  taxation  would  naturally  recoil  from  the  thought  of  levying 
taxes  upon  the  poor,  especially  those  on  the  verge  of  destitu 
tion,  and  be  anxious,  at  the  same  time,  to  do  nothing  that 
should  encourage  extravagance,  one  of  the  most  copious  sources 
of  pauperism. 

P.  Supposing  a  proposal  to  be  made  for  imposing  any  tax, 
whether  called  a  property- tax,  or  by  any  other  name,  ought  it 
to  be  adopted  without  some  preliminary  inquiry  as  to  what  its 
bearing  would  be  upon  the  wealth-fund  of  the  community,  a 
fund  still  too  small  for  the  well-being  of  society,  and  also  upon 
the  distribution  of  that  fund  ?  Does  a  tax  which  is  levied  out 
of  the  saving-fund,  as  well  as  out  of  the  expenditure-fund,  fall 
exclusively  upon  the  proprietors  of  the  wealth-fund  ? 

Z>.  We  don't  see  upon  whom  else  it  can  fall. 

P.  After  people  have  made  savings,  how  do  they  generally 
dispose  of  them  ? 

JJ,  They  either  employ  them  in  production,  or  lend  them  to 


ON  TAXATION.  Ill 

others  for  that  purpose,  so  as  to  obtain  increase  from 
them. 

P.  Might  they  not  purchase  land  or  annuities  ? 

B.  Our  answer  ought  to  have  inckded  that  method  of 
applying  savings,  and  also  the  possibility  of  making  loans  to 
those  who  will  use  them  for  purposes  of  consumption.  But 
these  methods  of  applying  savings  would  either  disengage 
equivalent  savings  to  be  employed  in  production,  or  fill  up  a 
gap  made  in  the  general  savings  by  others  who  had  some 
object  to  attain  through  expenditure  or  consumption. 

1\  May  we  say,  then,  using  the  technical  language  with 
which  you  are  familiar,  that  they  make  capital  of  their 
savings  ? 

P>.  Yes. 

P.  And  when  new  capital  is  created,  does  it  partake  most  of 
the  nature  of  fixed  or  of  circulating  capital  ? 

J).  Of  circulating — in  the  first  instance,  at  all  events.  It 
is  an  addition  to  the  wages  fund. 

P.  Does  not  this  exposition  lead  you  irresistibly  to  a  con 
clusion  as  to  the  effect  of  a  tax  upon  savings  ? 

13.  A  tax  upon  savings,  is  a  tax  upon  the  wages-fund — an 
impediment  so  far  in  the  way  of  its  increase. 

P.  In  the  way  of  an  increase  of  that  which  has  hitherto 
always  been  too  small  ? 

7>.  We  must  say  "  yes  "  to  that  also. 

P.  Are  any  of  the  taxes  which  you  have  named,  taxes  upon 
expenditure  ? 

Z».  Yes,  the  house,  and  other  assessed  taxes.  These  may 
bo  accepted  as  one  proof  of  the  anxiety  of  our  legislators  to 
proportion  taxation  to  expenditure,  and  at  the  same  time  to 
spare  the  poorer  classes,  since  houses  rated  at  less  than  20/. 
are  exempted  from  the  house-tax. 

P.  Are  there  not  others  of  our  taxes  which  ought  to  bo 
included  among  taxes  on  expenditure  ? 

B.  There  are  the  customs  and  excise  taxes. 

P.  Arc  not  these  taxes  paid  by  importers  and  producers  ? 
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I).  Not  in  the  same  sense  that  the  house-tax  is  paid  by  tlio 
tenant  or  occupier,  because  they  charge  the  taxes  which  they 
pay  to  the  customers  who  purchase  their  taxed  commodities. 

P.  And  are  their  customers  compelled  to  pay  this  charge  ? 

B.  We  cannot  say  that  they  are  compelled ;  but  if  they 
choose  to  buy  and  consume  a  taxed  article,  they  cannot  escape 
paying  the  tax  ;  and  if  that  be  true,  the  importer  or  producer 
of  the  article  taxed  should  rather  be  said  to  advance  than 
to  pay  the  tax  which  the  consumer  really  pays. 

P.  In  what  form  is  the  charge  for  the  excise  or  customs 
tax  made  upon  the  consumer  ? 

JB.  In  the  form  of  an  increased  price  for  the  article  taxed. 

P.  When  a  new  tax  is  imposed  upon  a  commodity,  is  the 
quantity  of  that  commodity  likely  to  be  diminished,  or  the 
desire  to  consume  it  likely  to  be  increased  ? 

B.  Not  that  we  know. 

P.  But  if  there  be  no  increase  in  the  demand,  nor  diminu 
tion  in  the  supply,  how  can  there  be  a  rise  in  the  price,  and 
how  can  the  importer  or  producer  of  the  newly  taxed  com 
modity  obtain  repayment  of  the  tax  which  he  has  paid  or 
advanced  ? 

B.  You  have  made  it  difficult  for  us  to  answer  both  your 
questions  without  giving  in  to  some  appearance  of  contradiction. 
A  tax  suddenly  imposed  upon  a  commodity  does  not  forthwith 
cause  any  diminution  in  its  quantity;  but  it  may  cause  a 
diminution  in  the  future  supply  to  be  brought  to  market,  or 
cause  a  withdrawal  from  the  market  of  some  portion  of  the 
supply,  till  the  newly-taxed  commodity  could  be  disposed  of  at 
former  prices,  plus  the  tax  imposed.  Nor  does  it  cause  any 
increase  in  the  desire  to  consume  the  commodity,  although  an 
increased  desire  might  arise  to  acquire  possession  of  the  com 
modity  with  a  view  to  future  sale  at  an  enhanced  price. 

P.  How  might  the  imposition  of  a  tax  bring  about  a  dimi 
nution  in  the  future  supply  ? 

B.  In  this  way.  The  parties  who  supply  the  market,  be 
they  producers  or  importers,  have,  before  the  tax  was  imposed, 
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been  paid  a  certain  average  price  which,  we  may  assume, 
yielded  them  the  average  profit,  and  no  more.  After  the  im 
position  of  the  tax,  to  obtain  the  same  profit,  they  must 
receive  the  same  price  as  before,  with  the  amount  of  the  tax 
added  to  it.  But  if,  on  demanding  this  increase  of  price, 
their  customers  demur,  or  purchase  a  smaller  quantity  of  their 
commodity  than  before,  they  must  either  submit  to  a  lower 
price  than  they  had  asked,  or  withdraw  some  portion  of  what 
they  had  been  desirous  of  selling  from  the  market.  Should 
they  be  unable  to  hold  the  newly-taxed  commodity,  needing 
the  money,  some  new  purchaser,  tempted  by  a  price  which  he 
was  persuaded  must  ere  long  rise  sufficiently  to  yield  the 
ordinary  profit  to  those  who  would  persevere  with  the  produc 
tion  or  importation,  and  consequently  compensate  him  for 
buying  in  order  to  sell  at  a  future  time,  would  come  forward 
to  buy  and  withdraw  from  the  market  till  the  anticipated  rise 
of  price  took  place. 

P.  Will  you  illustrate  your  reasoning  by  applying  it  to  some 
particular  commodity  ? 

n.  We  will  take  an  imported  commodity — tea.  We  will 
suppose  that  it  has  been  sold  for  many  years  at  an  average 
price  of  two  shillings  per  pound,  which  price,  of  course,  covered 
the  whole  cost  of  production,  ordinary  profit  of  the  importing 
merchant  included :  for  otherwise  the  importation  must  have 
fallen  off.  Neither  would  that  price  have  covered  more  than 
such  cost :  for  otherwise  the  importation  must  have  been 
larger.  Under  these  circumstances,  the  legislature  lay  a  duty 
of  one  shilling  per  pound  on  tea.  If  the  consumers  forego  no 
part  of  their  consumption  when  the  importers  put  up  their 
price  to  three  shillings,  the  trade  continues  as  before  the  tax, 
excepting  that  consumers  pay  to  the  state  one  shilling  for 
every  pound  of  tea  which  they  consume.  But  should  the  con 
sumers  diminish  their  consumption  of  tea,  the  price  could  not 
be  sustained  at  three  shillings,  except  by  a  withdrawal  of  part 
of  the  supply  from  market  by  the  merchants,  or  through  the 
intervention  of  new  purchasers  intent  upon  buying,  not  for 
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consumption,  but  for  re -sale  at  a  future  time.  Purchasers  of 
this  kind  would  evidently  only  be  attracted  by  a  price  for  the 
time  considerably  under  three  shillings,  duty  included.  The 
importing  merchants,  however,  import  to  sell,  not  to  hold,  and 
there  would  be  cargoes  on  the  way  to  them,  in  the  expectation 
of  obtaining  two  shillings  per  pound  clear  of  duty.  If,  there 
fore,  the  importing  merchants  were  compelled  to  submit  to  a 
less  price  than  three  shillings  after  paying  duty,  or  to  keep 
back  part  of  their  stock  from  market  when  able  to  hold,  they 
would  suspend  or  diminish  their  imports  till  the  reduced  supply 
brought  about  a  three  shillings  price,  the  least  that  would  yield 
prime  cost,  charges,  and  ordinary  profit. 

P.  Might  not  the  reduced  demand  in  China  or  other  ex 
porting  market  cause  a  fall  of  price  there,  and  thus,  by  reducing 
the  prime  cost,  lead  to  a  price  permanently  below  three  shillings 
in  the  taxed  importing  country  ? 

B.  If  the  price  at  which  the  tea  had  previously  been  pur 
chased  abroad  was  more  than  sufficient  to  yield  an  ordinary 
profit  to  the  producers,  causes  independent  of  the  tax  would 
be  in  operation  to  bring  about  a  fall  of  price ;  but  such  a  fall 
of  price,  when  it  did  occur,  could  not  be  attributed  to,  although 
it  might  be  somewhat  hastened  by  the  tax.  If,  however,  the 
export  price  had  been  no  more  than  remunerative  to  the  pro 
ducer,  a  fall  below  that  price,  were  it  to  occur  at  all,  could  only 
be  temporary. 

P.  Would  a  similar  chain  of  proof  lead  you  to  a  similar 
conclusion  in  regard  to  all  customs  and  excise  duties  ? 

B.  Yes.  The  taxes,  although  advanced  by  the  importers 
and  producers,  are  paid  by  the  consumers  of  the  taxed  com 
modities. 

P.  If  the  newly  taxed  commodity  were  of  a  very  perishable 
nature,  such  as  fruit  or  vegetables,  how  could  the  producer 
obtain  an  increased  price  from  resisting  purchasers  by  with 
drawing  his  commodity  for  a  time  from  the  market  ? 

B.  The  producer  of  perishable  commodities  is  aware,  through 
previous  experience  in  his  business,  that  he  will  always  be 
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compelled  to  submit  to  whatever  price  is  procurable  for  tluj 
time.  As  a  compensation  for  his  unavoidable  exposure  to 
heavy  loss  on  small  quantities,  he  is  free  from  protracted  loss 
on  large  stocks.  He  is  able  to  limit  future  supplies  at  much 
shorter  notice  than  producers  of  commodities,  the  stocks  of 
which  are  generally  large.  Whether  by  withholding  com 
paratively  imperishable  commodities  from  the  market,  or  by 
quickly  diminishing  the  production  of  perishable  commodities, 
it  clearly  can  only  be  a  question  of  limited  time  as  to  when 
prices  shall  rise  so  as  to  compensate  the  importers  and  pro 
ducers  for  the  customs  and  excise  taxes  imposed  upon  them. 

1\  Has  any  collective  name  been  given  to  those  taxes  which 
being  levied  from  one  set  of  people,  are  nevertheless  inevitably 
paid  by  another,  through  the  advanced  prices  of  the  com 
modities  which  they  purchase  for  consumption  ? 

Z».  Yes,  they  are  called  indirect  taxes,  to  distinguish  them 
from  other  taxes  which  are  called  direct. 

P.  Does  it  appear  to  you  that  any  valid  objection  can  be 
made  to  a  system  of  excise  and  customs  duties  to  be  imposed 
upon  all  commodities  purchased  for  consumption,  ad  valorem, 
or  in  proportion  to  their  several  values  ? 

]>.  It  would  be  the  same  thing  as  a  direct  tax  upon  each 
individual  in  proportion  to  the  value  of  what  he  consumed. 
As  we  did  not  discover  any  hardship  or  grievance  in  such  a 
tax,  as  to  its  bearing  upon  particular  individuals  or  classes,  so 
neither  can  we  in  ad  valorem  excise  and  customs  taxes  made 
applicable  to  all  commodities.  The  only  objection  to  them, 
which  however  might  be  fatal,  is  that  it  would  be  difficult,  if 
not  impossible,  to  collect  them,  or  if  possible  the  expense  would 
be  too  great  to  warrant  its  being  attempted. 

P.  As  there  is  no  objection  to  customs  and  excise  taxes 
ranging  over  all  commodities  taken  for  consumption,  except 
the  difficulty  and  expense  of  collecting  them,  do  you  know 
of  any  objection  to  the  customs  and  excise  taxes  as  they 
prevail  with  us  ? 

U.  We  dare  not  affirm  that  there  is  none,  but  we  certainly 
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do  not  know  of  any.  If,  in  order  to  avoid  difficulties  in  the 
way  of  taxing  all  commodities  taken  for  consumption,  so  great 
as  to  be  insurmountable,  the  attempt  were  to  be  limited  to  a 
small  number,  which  might  fairly  be  taken  as  representatives  of 
the  whole  number,  no  objection  could  attach  to  the  part  that 
would  not  have  been  applicable  to  the  whole. 

P.  I  will  put  my  question  in  another  form.  Granting  that 
the  only  objections  to  a  system  of  taxes  ranging  over  all  com 
modities  purchased  for  consumption,  would  be  the  expense  and 
difficulty  of  collection,  you  see  no  objection  if,  instead  of  a  tax 
of  five  per  cent,  upon  all  such  commodities,  a  tax  say  of 
twenty  per  cent,  were  imposed  upon  a  limited  number  from 
which  the  tax  could  be  readily  and  cheaply  collected  ? 

B.  It  does  not  occur  to  us  that  there  would  be  any  objection, 
it  being  understood  that  the  commodities  taxed  are  fair  repre 
sentatives  of  all  commodities  as  to  the  proportions  in  which  they 
are  consumed  by  all  classes  of  the  community. 

P.  The  principal  indirect  taxes  in  this  country  are  those 
on  malt,  spirits,  tobacco,  tea,  sugar,  coffee,  and  wine.  May 
they  be  accepted  as  tolerably  fair  representatives  of  all  commo 
dities  taken  for  consumption  ? 

B.  We  do  not  see  why  they  may  not.  The  commodities 
named  are  collectively  consumed,  more  or  less,  by  all  classes, 
and  yet  they  are  not  indispensable  necessaries  of  life  like  bread, 
meat,  clothing,  fuel,  building  materials  and  furniture,  which  are 
nearly  untaxed. 

P.  If  there  could  be  a  question  whether  these  taxes  on  con 
sumption  might  not  fall  with  disproportionate  weight  upon  the 
poorer  classes  of  society,  do  you  think  that  such  disproportionate 
weight  would  be  counterbalanced  by  the  weight  exclusively 
imposed  upon  the  wealthier  classes  through  the  assessed  taxes  ? 

B.  We  are  inclined  to  say  that  it  would  be  more  than  coun 
terbalanced. 

P.  The  property  and  income  tax  is  another  source  whence  a 
large  portion  of  the  means  for  Government  expenditure  are 
derived  in  this  country.  But  all  incomes  of  less  than  100J.  per 
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annum  arc  exempted  from  that  tax.  What  do  you  think  of  thi.s 
exemption  ? 

13.  It  is  some  proof  of  a  desire,  at  least,  in  those  who  appor 
tion  the  burden  of  taxation,  if  they  err  at  all,  to  err  in  relieving 
not  only  the  poorer  classes,  but  the  classes  immediately  above 
them.  That  large  portion  of  the  community  which  earns  wages 
of  thirty  shillings  a  week  and  under,  by  spending  with  thrift, 
will  pay  little  through  indirect,  while  they  pay  nothing  through 
direct  taxes. 

P.  Comparing  direct,  with  indirect  taxes,  do  you  incline  to 
give  a  preference  to  the  latter  ? 

11.  If  certain  difficulties  could  be  removed,  we  should  prefer 
the  former.  Circumstanced  as  we  are,  our  mixed  system  has 
advantages  over  either  adopted  exclusively. 

P.  What  arc  the  difficulties  to  which  you  refer  ? 

13.  It  appears  to  us  that  if  an  assessment  could  be  made 
upon  each  individual  approximating  to  his  expenditure,  making 
an  abatement,  if  thought  expedient,  in  regard  to  the  poorer 
classes,,  the  means  required  for  the  Government  service  would  be 
raised  much  more  economically  and  with  much  less  disturbance 
to  the  general  business  of  production.  Whether  it  will  ever  be 
possible  to  devise  a  plan  for  accomplishing  this  we  know  not ; 
but  the '  difficulties  which  would  prevent  it,  were  it  to  be 
attempted  now,  are  the  lack  of  that  intelligence  and  of  the  con 
duct  inspired  by  that  intelligence  which  are  indispensable  to 
admit  of  a  successful  collection  of  direct  taxes  from  all  classes 
by  the  Government  officials. 

P.  In  what  way  would  the  further  intelligence  which  you  aro 
thinking  to  be  needful,  act  in  aiding  the  collection  of  direct 
taxes  ;  for  intelligence  is  said  to  be  sometimes  used  in  evading 
taxes  ? 

13.  Perhaps  cunning  or  sharpness,  nourished  by  partial 
knowledge,  which  always  implies  partial  ignorance,  would  be 
a  better  expression  than  intelligence,  for  the  state  of  intellect 
which  leads  a  man  to  evade  taxes  or  any  other  payment  for 
which  he  is  liable.  But  the  state  of  intellect  which  we  mean 
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by  intelligence  is  that  which  enables  men  to  appreciate  how 
much  less  they  would  have  to  pay,  if  the  collector  of  taxes 
could  rely  upon  finding  each  person's  quota  of  taxes  ready  pre 
pared  to  meet  his  call.  It  has  been  estimated  that  if  the 
government  expenses  could  be  provided  for  by  direct  taxes  there 
would  be  a  saving  of  one  third  or  even  more. 

P.  Do  you  really  think  that  a  higher  order  of  intelligence 
diffused  among  all  classes  of  the  community  would  make  it  pos 
sible  to  raise  the  whole  of  the  funds  required  for  government 
purposes  by  direct  taxation  ? 

B.  We  would  rather  say* 'might"  than  "  would  make  it 
possible,"  understanding,  even  then,  that  we  do  not  leave  out 
improved  conduct  as  a  consequence  of  increased  intelligence. 

P.  Do  not  the  difficulties  in  the  way  of  direct  taxation 
present  a  somewhat  formidable  appearance,  leaving  small  hope 
of  their  ever  being  conquered  ? 

B.  We  may  have  small  hope  of  their  being  soon  conquered, 
and  yet  feel  almost  certain  that  they  may  be  conquered  when  a 
better  and  more  general  education  has  had  time  to  do  its  work. 

P.  Can  you  place  the  difficulties  which  would  now  obstruct 
the  attempt  to  raise  the  whole  of  the  revenue  for  Government 
purposes  by  direct  taxes  in  a  more  tangible  form,  so  that  it 
may  be  easier  to  judge  whether  and  when  they  may  "be  over 
come  ? 

B.  We  fear  that  many  of  the  consumers  of  spirits,  malt, 
and  tobacco,  who  now  pay  largely  through  indirect  taxes,  would 
be  ill-prepared  to  pay  the  collector  of  direct  taxes.  With 
indirect  taxes,  they  pay  first,  and  drink  and  smoke  afterwards. 
With  direct  taxes,  they  would  drink  and  smoke  first,  and  many 
would  not  pay  afterwards.  The  drunken,  the  wasteful,  and  the 
reckless,  only  pay  to  the  Government  when  their  funds  are 
intercepted,  by  making  consumption  impossible  till  after  tax- 
paying.  The  intelligence,  on  which  alone  reliance  can  be 
placed  for  making  a  better  system  of  tax- collecting  possible,  is 
that  which  can  and  will  impart  to  the  young  a  clear  appre 
hension  of  the  distinction  between  good  and  bad  conduct,  and 
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of  the  power  which  they  possess  over  their  own  future  habits 
and  conduct.  An  additional  inducement  to  practise  good  con 
duct,  although  not  required,  would  he  furnished  by  the  know 
ledge  that  every  advance  in  good  conduct  will  bring  with  it  a 
diminution  in  the  amount  of  taxes  to  be  collected. 

P.  Are  not  many  of  the  payers  of  indirect  taxes  quite 
unconscious  of  what  they  do  pay  ?  and  is  not  the  difference  in 
this  respect  between  direct  and  indirect  taxes,  one  of  the 
facilities  presented  to  legislators  which  have  led  them  to  resort 
to  indirect  taxes  ? 

J>.  Most  probably ;  and  when  the  higher  order  of  intelli 
gence,  which  it  may  be  hoped  is  in  store  for  us,  shall  cause  the 
blessings  of  good  government  to  be  appreciated  as  they  deserve, 
the  duty  of  everybody  to  contribute  his  quota  for  its  expenses 
to  be  generally  recognized,  and  the  incidence  of  indirect  taxes 
to  be  well  understood,  as  well  as  the  great  saving  consequent 
upon  directness  of  payment — this,  in  company  with  the  im 
proved  habits  sure  to  accompany  such  intelligence,  will  make 
direct  collections  acceptable  to  the  people,  and  possible  to  the 
Government. 

P.  Is  there  not  one  recommendation  of  indirect  taxes  which 
we  have  omitted  to  notice  ?  Do  they  not  present  an  oppor 
tunity  to  the  legislator  of  restricting  the  consumption  of  com 
modities,  excess  in  which  is  sure  to  be  attended  with  the 
saddest  consequences  ? 

K.  You  are  thinking  of  such  commodities  as  spirits  and 
tobacco.  It  certainly  seems  desirable  that  commodities  in 
which  many  people  are  in  the  habit  of  indulging  to  excess, 
should  be  made  the  special  subjects  of  taxation,  and  this  can 
only  be  done  through  indirect  taxes.  When  the  improvement 
in  intelligence  and  deportment  to  which  we  look  forward  shall 
have  arrived,  this  recommendation  in  favour  of  indirect  taxes 
will  disappear. 

P.  As  statesmen  are  under  the  necessity  of  adapting  their 
measures  somewhat  to  the  state  of  the  people  among  whom 
they  arc  placed,  do  you  think  they  arc  acting  wisely  in  resorting 
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to  indirect  taxes,  as  a  means  of  raising  a  large  part  of  tlio 
revenue  required  for  Government,  and  in  selecting  such  com 
modities  as  spirits  and  tobacco  as  special  objects  of  taxation  ? 

13.  We  do  ;  provided  always  that  the  taxation  of  spirits  and 
tobacco  in  order  to  raise  their  price,  and  to  place  excess  in 
consumption  out  of  the  reach  of  as  many  as  possible,  be  not 
used  as  a  substitute  for  the  teaching  and  training  through 
which  alone  it  can  be  hoped  to  inspire  a  horror  of  excess,  and 
to  cultivate  habits  of  sobriety  and  self-respect. 

P.  I  rejoice  to  observe  how  deeply  you  are  impressed  with 
the  conviction  that  the  diminution  of  drunkenness  and  other 
vices,  and  their  eventual  disappearance,  are  to  be  brought  about 
through  the  cultivation  of  virtuous  propensities  in  the  inner 
man,  rather  than  through  the  keeping  up  of  external  impedi 
ments  in  the  way  of  indulgence  of  vicious  propensities.  If 
your  expectations  of  progress  were  to  be  realized  one  of  these 
days,  and  the  great  improvement  in  intelligence  and  conduct, 
which  you  look  forward  to,  were  to  bring  with  it  a  greatly 
diminished  consumption  of  spirits  and  tobacco,  how  would  that 
portion  of  the  revenue  now  derived  from  taxing  those  com 
modities  be  raised  ? 

B.  By  taxing  the  commodities  which  would  be  consumed  in 
their  stead,  unless  the  diminution  of  revenue  originating  in 
this  cause  should  be  accepted  as  a  sign  of  the  fitness  of  the 
people  to  be  trusted  to  pay  their  several  quotas  of  taxes  direct 
to  the  tax-collector. 

P.  Among  other  reasons  for  preferring  direct  to  indirect 
taxes,  where  the  intelligence  and  condition  of  a  people  will 
admit  of  the  abandonment  of  customs  and  excise  taxes,  you 
have  assumed  that  there  would  be  a  saving  in  the  cost  of  col 
lection.  What  grounds  have  you  for  this  assumption  ? 

B.  We  must  confess  to  having  heard  the  greater  economy 
of  collection  as  regards  direct  taxes  asserted,  and  to  having 
accepted  the  assertion  on  trust.  It  seemed  to  us  so  highly 
probable,  that  we  never  thought  of  calling  it  in  question.  One 
thing  is  certain,  that  if  the  whole  revenue,  instead  of  a  part, 
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were  raised  by  direct  taxes,  the  machinery  for  collecting  the 
excise  and  customs  taxes  might  be  dispensed  with. 

P.  And  might  not  the  machinery  for  collecting  the  direct 
taxes  be  dispensed  with  if  the  excise  and  customs  taxes  were 
raised  sufficiently  to  satisfy  all  the  requirements  of  Govern 
ment  ? 

B.  Certainly.  The  comparative  costs  of  raising  a  revenue 
by  direct  and  indirect  taxes  can  only  be  ascertained,  we 
suppose,  by  a  reference  to  the  actual  accounts.  Meantime,  as 
far  as  we  can  judge,  appearances  strongly  favour  the  opinion 
that  the  collection  of  the  indirect  taxes  must  be  the  most 
costly. 

1 '.  Do  you  include  in  the  charge  of  collection  the  expense  of 
employing  customs  and  excise  officers,  searchers,  coastguard, 
and  others  attached  to  those  more  immediately  engaged  in 
collection  ? 

B.  Yes  ;  for  these  are  a  necessary  part  of  the  machinery  of 
collection.  The  payments  evaded  by  those  who  successfully 
outwit  the  Government  collectors,  although  they  do  not  find 
their  way  into  the  public  treasury,  are,  nevertheless,  levied 
upon  the  consumers  through  the  advanced  price  which  they 
pay. 

P.  Your  last  answer  suggests  another  consequence  of 
taxation,  which  ought  not  to  be  overlooked  in  estimating 
the  advantages  and  disadvantages  of  different  modes  of  raising 
a  revenue  for  Government  purposes.  People  are  quite  as  apt 
to  disobey  and  evade  revenue  laws  as  any  others.  Government 
must,  of  course,  resist  attempts  of  the  kind  as  best  it  can. 
But  it  is  desirable,  also,  that  openings  and  temptations  for 
evasion  should  be  as  small  as  possible.  Can  you  give  me  any 
notion  of  the  kinds  of  opportunity  and  temptation  for  evading 
the  payment  of  taxes  which  are  presented  by  our  customs  and 
excise  regulations  ? 

B.  Foremost  is  the  temptation  held  out  to  smugglers. 
When  the  duties  are  very  large  in  proportion  to  the  primo 
cost — as  in  tobacco — every  time  the  smuggler  succeeds  in 
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introducing  his  article  contraband,  he  obtains  for  it  a  price 
perhaps  ten  or  twelvefold  what  he  paid  for  it.  Next  is 
the  additional  inducement  to  adulteration.  The  temptation  to 
adulterate  an  article  of  small  price  is  small.  Every  addition 
of  duty,  being  an  increase  of  price,  becomes  also  an  addition 
to  the  inducement  to  adulterate.  Again,  there  is  the  temptation 
to  escape  the  vigilance  or  to  corrupt  the  integrity  of  the  excise 
officer  in  conducting  an  illicit  distillery. 

P.  Is  there  reason  to  suppose  that  smuggling,  adulteration, 
and  illicit  distilling  are  carried  to  any  great  extent  ? 

B.  It  must  be  difficult  to  estimate  the  extent  of  successful 
defiance  of  the  revenue  laws.  Judging  by  the  numerous 
instances  of  detection,  there  is  ground  for  supposing  that  the 
undetected  cases  must  be  far  more  numerous,  or  attempts  at 
evasion  would  be  given  up,  if  not  because  they  were  culpable, 
because  they  were  hopeless. 

P.  You  have  enumerated  some  grave  objections  to  indirect 
taxes.  Have  you  any  more  to  add  to  them  ? 

13.  Yes :  the  impediments  placed  by  them  in  the  way  of 
commercial  and  manufacturing  operations,'  The  loss  from 
waste  of  time  in  complying  with  the  forms  to  be  learned  and 
observed,  and  from  the  difficulty  of  obtaining  permission  to 
make  experiments  and  adopt  new  methods  is  held  to  be  a  very 
considerable  aggravation  to  the  consumer  of  the  tax  which 
accrues  to  the  Government. 

P.  In  what  way  is  the  aggravation  brought  home  to  the 
consumer  ? 

IL  In  the  price  which  he  pays  for  taxed  articles.  The  price 
of  each  taxed  commodity  will  be  raised,  not  only  by  the  amount 
of  the  tax  imposed,  but  by  the  additional  cost  forced  upon 
producers  by  the  necessity  of  complying  with  excise  and 
customs  regulations.  There  is,  besides,  the  shutting  out  from 
the  consumer  of  the  diminution  of  price  with  which  he  might 
have  been  favoured  through  the  diminished  cost  of  production 
obtainable  by  improved  methods  nipped  in  the  bud,  stopped  at 
the  outset,  by  those  very  regulations. 
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P.  Is  it  easy  to  convey  an  adequate  idea  of  the  indirect 
losses  liable  to  be  inflicted  upon  society  by  excise  and  customs 
laws,  if  we  confine  our  thoughts  to  the  increased  prices  of 
which  these  taxes  are  the  causes  ?  Or  is  it  more  to  tho 
purpose  to  describe  minutely  and  accurately  all  the  collateral 
obstructions,  not  thought  of  or  intended,  but,  nevertheless, 
introduced  by  taxes,  which  may  aggravate  clearness  or  neutralize 
causes  of  cheapness  far  beyond  any  effect  indicated  by  tho 
amount  of  the  taxes  themselves  ? 

B.  The  latter  course  is  the  more  to  the  purpose.  Looking 
back  from  prices,  we  may  fancy  the  most  sagacious  to  be 
puzzled  to  point  out  all  the  elements  which  have  entered  into 
them  ;  but  there  can  be  no  mistake  how  excise  and  customs 
regulations  will  raise  prices  or  prevent  their  fall,  if  they  increase 
cost  of  production  or  prevent  diminution  of  cost  by  preventing 
improvements. 

P.  The  experiences  of  modern  times,  it  may  be  hoped,  will 
prevent  all  future  legislators  from  falling  into  mistakes  similar 
to  those  out  of  which  we  have  only  just  escaped.  It  seems  to 
be  the  destiny  of  mankind  to  suffer  from  mistakes  before  they 
can  make  sure  of  avoiding  them.  The  enormity  of  the  loss  and 
privation  endured  through  such  taxes  as  those,  happily  repealed, 
on  soap,  glass,  and  paper — immeasurably  beyond  the  revenue 
accruing  to  Government — is  so  generally  recognized  that  their 
reimposition  is  as  improbable  as  a  return  to  the  slave-trade,  the 
press-gang,  or  the  trial  by  wager.  But  now  tell  me,  are  there 
not  some  disadvantages  connected  with  the  direct  taxes  to  be 
set  off  against  those  which  attach  to  the  indirect  ? 

B.  That  may  be  inferred,  since  the  attempt  to  raise  the 
whole  revenue  by  direct  taxes  has  been  abandoned  on  account 
of  them.  Want  of  conscientiousness  and  disregard  of  law 
make  indirect  taxation  more  oppressive  than  it  need  be,  and 
direct  taxation  less  possible. 

P.  Your  remarks  apply  to  a  system  of  direct  taxation  in 
which  the  taxes  would  be  distributed  nearly  in  proportion  to 
each  person's  consumption.  But  taking  the  direct  and  in- 
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direct  taxes,  as  they  exist  among  us,  arc  the  opportunities 
and  temptations  to  cheat  and  evade,  and  the  obstructions  to 
industrial  effort  and  improvement,  as  great  in  the  direct  as  in 
the  indirect  ? 

B.  The  direct  taxes  cannot  be  said  to  create  any  obstruc 
tion  to  industry.  In  that  respect,  indirect  taxes  are  at  a 
disadvantage.  Our  direct  taxes  might  be  charged  with  giving 
a  preference  to  the  extravagant  over  the  economical.  As 
regards  the  comparison  between  the  facilities  for  evasion  and 
fraud  respectively  presented  by  the  two  kinds  of  taxes  to  which 
you  invite  us,  we  feel  that  we  have  not  the  knowledge  requisite 
for  attempting  it. 

P.  There  are  specialities  connected  with  each  which  might 
incline  you  to  lean  towards  one  side,  if  not  to  come  to  a 
positive  decision.  A  fraud  upon  the  public  revenue,  in  what 
ever  way  committed,  intercepts  a  part  of  the  funds  required 
for  the  expenses  of  government.  The  part  so  intercepted 
must  be  made  good  by  additional  taxes,  or  Government  works 
of  some  kind  be  starved  to  the  extent  of  the  frauds  committed. 
Leaving  aside  the  question  of  possible  frauds  by  Government 
officials  or  collectors  as  common  to  both  kinds  of  taxes,  we  may 
ask,  when  an  individual  defrauds  the  Government  of  any  por 
tion  of  the  direct  taxes,  whose  contributions  does  he  intercept  ? 

B.  His  own. 

P.  If  the  amount  of  which  he  defraud  the  Government  be 
large,  will  he  be  a  rich  or  a  poor  man  ? 

B.  A  rich  man. 

P.  Who  are  the  more  exposed  to  the  temptation  of  com 
mitting  frauds,  the  rich  or  the  poor  ? 

B.  The  poor.  One  of  the  reasons  which  ought  to  weigh 
with  us  for  cultivating,  while  young,  habits  of  industry  and 
economy,  besides  their  being  essential  for  securing  our  own 
well-being,  is  to  enable  us  the  better  to  resist  the  temptation 
of  infringing  the  rights  of  property,  public  and  private. 

P.  Whose  contributions  are  intercepted  by  him  who  com 
mits  a  fraud  through  the  indirect  taxes  ? 
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7J.  Other  peoples'.     Not  his  own. 

P.  Will  frauds  through  the  indirect  taxes  be  large  or  small 
according  as  the  perpetrator  of  them  is  rich  or  poor ? 

]).  Rich  men,  as  a  rule,  keep  clear  of  these  transactions. 
To  say  nothing  of  their  greater  sensitiveness  to  disgrace  and 
of  their  smaller  exposure  to  temptation,  the  penalties  to  which 
the  fraudulently  disposed  hecome  liable  for  infringing  revenue 
laws  are  more  likely  to  he  feared  by  men  of  wealth  than  by 
those  who  have  little  to  lose. 

P.  Do  the  facts,  as  far  as  we  can  get  at  them,  justify  your 
suspicion  that  large  frauds  through  the  indirect  taxes  are 
committed  by  comparatively  needy  people,  while  large  frauds 
through  the  direct  taxes  can  only  be  committed  by  persons 
possessing  considerable  wealth  ? 

1L  We  should  say  so  ;  for  whenever  attempts  to  evade  the 
excise  and  customs  taxes  are  detected,  the  sums  which  would 
have  been  appropriated  by  the  culprits  if  successful,  are  seen 
to  be  large,  at  all  events  as  compared  with  the  means  of  the 
culprits,  and  the  culprits  to  belong  to  the  poorer  classes. 

P.  What  are  the  facilities  afforded  to  rich  men,  if  so  dis 
posed,  to  commit  frauds  through  the  property  and  income 
taxes  ? 

1).  As  far  as  we  can  judge,  few.  Their  possessions  arc 
notorious.  In  very  many  cases,  the  contributions  for  which 
they  are  liable  are  paid  through  tenants  and  others  who  pay 
to  the  Government  collectors  and  deduct  their  payments  from 
the  amounts  due  by  them  to  their  landlords  or  other  pro 
prietors  of  income  payable  by  them.  The  income-tax  on 
Government  annuities  and  on  the  dividends  from  public  com 
panies  are  all  paid  in  this  way.  The  accounts  of  the  railway, 
dock,  canal,  water,  gas,  insurance,  banking  and  other  large 
companies,  are  sufficiently  public  to  preclude  all  opportunity 
for  fraud.  Even  among  the  less  wealthy  merchants,  manu 
facturers,  and  ship-owners,  their  clerks  are  generally  acquainted 
with  the  proximate  earnings  of  their  employers,  thus  making 
it  highly  probable  that  detection  will  follow  upon  any  fraud 
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attempted.  The  incomes  of  professional  men  are  more  hidden 
from  inspection  ;  but  their  position  in  society  and  their  regard 
for  their  own  characters  may,  we  think,  be  trusted  in  as 
sufficient  securities  against  danger  of  many  or  large  delin 
quencies  from  that  quarter. 

P.  It  will  interest  you  to  know  that  for  the  last  thirty  years 
the  changes,  which  have  been  introduced  into  our  financial 
legislation,  indicate  a  more  decided  recognition  than  hereto 
fore  of  the  principles  upon  which  your  answers  have  been 
based.  Our  indirect  taxes  have  been  considerably  reduced,  and 
concentrated  more  and  more  upon  a  limited  number  of  com 
modities,  thus  removing  obstructions  to  interchange  and  other 
industrial  operations.  You  have  pointed  out  where  the  difficulty 
is,  and  by  what  means  we  may  be  able  to  overcome  the  difficulty, 
which  prevents  the  raising  of  the  whole  revenue  required  for 
Government  purposes  by  a  process  of  direct  taxation  apportioned 
over  all  classes,  regard  being  had  to  the  several  amounts  of 
expenditure  and  to  the  ability  to  contribute  towards  the  cost 
of  the  protection  enjoyed  by  them.  I  need  not  exhort  you 
to  make  yourselves  worthy  exponents  of  the  principles  which 
you  understand,  and  to  qualify  yourselves  to  become  active 
agents  for  promulgating  and  recommending  them  around  you. 
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AS  A  MEANS  OF  PROCURING  OTHER  ADVANTAGES  BESIDES 
THOSE  OF  GOOD  GOVERNMENT;  AND  ON  SOME  SUB 
STITUTES  FOR  TAXATION. 


P.  FACTS  and  suggestions  enough  have  been  brought  before 
us  to  enable  you  to  take  a  clear  and  comprehensive  view  of  the 
origin  and  object  of  taxes,  and  of  the  principles  which  ought  to 
guide  those  upon  whom  is  devolved  the  duty  of  determining 
the  forms  in  which  they  should  be  applied,  regard  being  had  to 
the  intelligence  and  habits  of  the  people  among  whom  they  are 
placed.  Other  questions  have  from  time  to  time  been  mixed  up 
with  them.  It  has  been  thought;  that  the  legislature  ought  not 
to  neglect  certain  opportunities  of  benefiting  the  people  which 
the  necessity  of  laying  burdens  upon  them  happily  brought 
with  it.  "VVe  have  noticed  one — that  of  checking  the  con 
sumption  of  commodities  which  ill-regulated  people  are  prone 
to  indulge  in  to  excess.  If,  for  example,  two  such  commodities 
as  bread  and  spirits  were  to  be  submitted  to  the  consideration 
of  the  legislator  as  objects  for  indirect  taxation,  and  enough 
revenue  could  be  obtained  by  taxing  one  only  ;  spirits  should 
be  the  one  fixed  upon,  so  that  their  enhanced  price  might  place 
them  rather  more  beyond  the  reach  of  reckless  consumers  than 
they  would  otherwise  be.  In  fact,  the  propriety  of  adopting 
indirect  taxation  being  admitted,  the  only  limit  which  tie 
legislature  would  impose  upon  themselves  in  drawing  a  portion 
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of  their  revenue  from  such  a  source,  should  be  that  arising  out 
of  the  fear  of  encouraging  the  smuggler  and  illicit  distiller. 
You,  I  am  sure,  would  be  ready  with  me  to  forego  all 
advantages  derivable  from  concentrating  taxes  upon  the  means 
of  drunkenness,  were  they  to  be  made  an  excuse  for  remitting 
exertions  to  prevent  the  growth  of  propensities  which  lead  to 
that  hateful  vice.  Another  opportunity,  arising  out  of  indirect 
taxation,  for  benefiting  people,  is  supposed  to  be  found  in  the 
encouragement  which  may  thereby  be  offered  to  certain 
branches  of  industry.  An  incidental  advantage,  also,  not  to  be 
lost  sight  of,  is  thought  to  be  that  of  extracting  the  means  of 
defraying  a  portion  of  the  expenses  of  our  Government  from 
the  resources  of  foreigners  instead  of  our  own  countrymen.  As 
an  example  of  the  method  of  attempting  to  make  a  branch  of 
industry  thrive  in  a  country  where,  without  taxation  or  other 
intervention  of  like  character,  it  might  continue  unknown,  we 
may  suppose  a  customs  tax  of  twenty  per  cent,  ad  valorem,  to 
be  imposed  upon  manufactured  goods  of  any  description,  no 
corresponding  excise  tax  being  imposed  upon  similar  commo 
dities  manufactured  at  home.  What  would  be  the  effect  of 
such  a  tax  ? 

/>.  To  so  general  a  question  we  can  only  answer,  to  raise 
the  price  of  all  the  commodities  on  the  importation  of  which 
the  customs  tax  was  imposed,  or  else  the  importation  would  be 
discontinued. 

P.  If  any  commodities  similar  to  those  taxed  on  importation 
had  been  previously  manufactured  at  home,  what  would  be  the 
effect  of  the  customs  tax  upon  them  ? 

B.  In  the  first  instance,  to  raise  the  price,  and  accordingly 
to  place  a  large  extra  profit  within  reach  of  the  home 
manufacturers,  and  thus  to  induce  them  or  others  attracted  by 
the  extra  profit  to  engage  in  extended  manufacture  till  the 
increased  home  supply  brought  back  prices  to  a  level  at 
which  no  more  than  the  ordinary  profit  could  be  earned. 

P.  Would  the  object  aimed  at  be  attained  ? 

B.  It  would,  understanding  the  object  to  be  to  bring  about 
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tliu  manufacture  at  homo  of  what  had  previously  been  imported 
from  abroad. 

P.  What  amount  of  revenue  would  be  obtained  for  the 
purposes  of  Government  through  a  tax  so  acting  ? 

B.  None  at  all ;  since  the  importation  of  the  taxed  articles 
would  cease. 

P.  Would  the  community  be  benefited  by  such  a  customs  tax  ? 

77.  If  the  customs  tax  were  sufficiently  large  to  prevent 
entirely  the  importation  of  the  commodity  taxed,  the  benefit,  if 
any,  would  be  the  raising  up  or  the  extension  of  a  branch  of 
manufactures  at  home,  and  the  destruction  of  a  branch  of 
foreign  commerce. 

P.  Would  your  conclusion  hold  good  to  whatever  de 
scription  of  commodities  the  customs  tax  might  be  applied  ? 

B.  Yes  :  and  supposing  the  customs  taxes  to  be  sufficiently 
large  to  raise  prices  so  high  as  to  destroy  all  inclination  on  the 
part  of  consumers  to  purchase  at  them,  either  home-producers 
would  produce  similar  commodities  at  a  cost  admitting  of  prices 
which  consumers  would  consent  to  pay,  or  the  supply  of  the 
commodities  previously  imported  would  be  extinguished. 

P.  What  would  be  the  effect  upon  our  foreign  commerce,  if 
customs  duties  of  the  character  just  described  were  to  be  im 
posed  upon  all  commodities  ? 

13.  It  would  be  extinguished. 

P.  What  would  be  the  effect  upon  the  wealth  of  the  com 
munity  ? 

B.  To  diminish  it  greatly. 

P.  Do  you  feel  quite  confident,  or  do  you  only  think  that 
diminution  of  wealth  must  be  a  consequence  of  taxing  com 
modities  so  as  entirely  to  prevent  their  importation,  and  thus, 
where  possible,  to  lead  to  their  production  at  home  ? 

B.  We  think  we  are  borne  out  in  saying  that  we  feel  quite 
confident.  For  when  merchants  import  commodities  from 
abroad,  they  do  so  either  because  they  could  not  otherwise 
procure  them  at  all,  or  because  they  can  obtain  them  cheaper  by 
importation  than  they  could  buy  them  at  home.  If  from  the 
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merchants  \vlio  import,  we  extend  our  thoughts  to  the  com 
munity  which  imports,  we  cannot  miss  seeing  that  it  obtains  a 
larger  quantity  of  the'  commodities  which  it  desires  to  consume, 
by  producing  other  commodities  to  give  in  exchange  for  them, 
than  it  could  by  attempting  to  produce  them  at  home.  If  pre 
vented  from  importing,  it  must  put  up  with  the  diminished 
quantity  alone  producible  without  the  intervention  of  foreign 
commerce. 

P.  If  the  customs  duty  were  not  so  high  as  to  put  a  stop  to 
importation  altogether,  but  only  to  diminish  the  quantities  im 
ported,  do  you  consider  that  the  customs  duty  would  still  act 
unfavourably  upon  the  general  wealth,  either  by  diminishing 
it,  or  by  preventing  its  increase  ? 

B.  Yes  ;  but  not  so  unfavourably  as  when  the  customs  tax 
put  a  stop  to  importation  altogether. 

P.  Some  commodity  largely  consumed,  partly  of  home 
growth,  and  partly  imported,  is  best  adapted  to  try  the  com 
parative  merits  of  a  tax  levied  upon  the  whole  quantity  taken 
for  consumption,  and  of  a  tax  upon  the  quantity  imported  only. 
We  may  select  corn,  and  assume  that  forty  millions  of  quarters 
are  annually  consumed  ;  thirty  millions  being  grown  at  home, 
and  ten  millions  imported.  We  will  next  suppose  that  it  is 
required  to  raise  a  revenue  for  Government  purposes  of 
20,000,000?.  :  what  tax  upon  corn  would  yield  this  sum  ? 

B.  A  tax  of  10s.  per  quarter  upon  the  whole  quantity. 

P.  What  other  effect  would  be  produced  by  such  a  tax  ? 

B.  The  price  of  corn  would  be  raised  to  the  extent  of  10s. 
per  quarter ;  but  if  no  corresponding  tax  were  imposed  upon 
potatoes,  rice,  and  other  commodities  usable  as  substitutes  for 
corn,  consumption  would  be  diverted  from  com  to  them,  and 
capital  thereby  be  diverted  also  from  the  production  of  one  to 
the  other,  while  the  revenue  from  the  tax  on  corn  would  be  less 
than  the  20,000,OOOL  anticipated. 

P.  If  a  corresponding  tax  were  imposed  upon  other  eatables, 
would  that  effect  of  a  tax  on  corn  be  prevented  ? 

B.  Yes :  at  least,  we  cannot  see  why  it  should  not. 
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/'.  If  instead  of  such  a  tax  on  all  the  corn  consumed,  a 
customs  tax,  or  a  tax  on  imported  corn  only,  of  10s.  per 
quarter  were  imposed :  what  amount  of  revenue  would  be 
obtained  by  the  Government  ? 

It.  Not  more  than  5,000,OOOL,  or  lOs.  per  quarter  on  ten 
million  quarters  ;  most  probably  much  less,  since  the  rise  of 
price 'consequent  upon  the  customs  tax  would  cause  capital  to 
bo  directed  to  the  raising  of  more  corn  at  home  ;  and  the 
increased  home -growth  would  keep  the  price  of  com  at  too  low 
a  range  to  admit  of  the  same  importation  as  before. 

P.  How  would  the  Government  be  able  to  obtain  the 
20,000,000/.  revenue  of  which  it  was  in  want  ? 

B.  By  the  imposition  of  other  taxes,  to  make  up  all  that 
was  not  yielded  by  the  customs  tax  on  corn. 

P.  "When  a  tax  is  imposed  upon  a  portion  only  of  the  whole 
quantity  of  any  commodity  taken  for  consumption,  or  when  a 
larger  tax  is  imposed  upon  one  portion  than  upon  another,  the 
tax  is  called  discriminating  or  differential.  Which  appears 
bettor  adapted  to  raise  a  revenue  for  Government  purposes,  a 
tax  upon  the  whole  quantity  of  a  commodity,  or  a  differential 
tax? 

B.  There  can  be  no  doubt  about  the  answer  to  that  question, 
a  tax  upon  the  whole  quantity. 

P.  Are  there  any  advantages  connected  with  differential 
duties  which  counterbalance  the  disappointment  in  obtaining 
an  amount  of  revenue  commensurate  with  the  increased  price 
payable  by  consumers  ? 

B.  None  that  we  are  aware  of. 

P.  Did  you  not  say  that  a  differential  duty  on  corn  would 
cause  more  corn  to  be  grown  than  before  on  our  own  land,  and 
is  not  that  an  advantage  ? 

B.  More  com  would  be  grown  upon  our  own  land,  but  less 
would  be  obtained  for  consumption  than  might  be  produced  by 
the  same  quantity  of  capital  and  labour  differently  employed. 

P.  Are  you  prepared  with  any  proofs  to  justify  that 
assertion  ? 
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B.  The  proof  is  to  be  obtained  by  making  a  comparison 
between  the  doings  of  the  capitalists  of  a  country  before  and 
after  the  imposition  of  a  differential  duty.  Before  the  dif 
ferential  duty,  they  employ  their  capital  in  those  ways  by 
which  they  expect  to  earn  the  largest  profit.  After  the  duty, 
with  the  same  object  in  view,  the  employment  of  their  capital 
undergoes  a  change,  because  the  differential  duty  prevents 
their  importing,  while  it  makes  it  worth  their  while  to  produce 
at  home  at  greater  cost  than  before.  The  largest  profit  before 
the  differential  duty  being  sought  for,  through  producing  the 
largest  possible  quantity  of  corn  by  a  given  quantity  of  capital, 
the  shifting  of  that  capital  caused  by  the  duty  must  be  followed 
by  a  smaller  quantity  of  corn  rendered  remunerative  to  the 
capitalist  only  by  the  enhanced  price.  Thus  the  capital  of  the 
country  is  diverted  through  the  instrumentality  of  the  differential 
duty  from  the  more  to  the  less  productive  employment,  from 
the  less  to  the  more  costly  mode  of  producing.  The  land  is 
made  to  produce  more  corn  because  its  cultivation  for  other 
things,  such  as  cattle  and  green  crops,  is  given  up,  and  the 
entire  capital  of  the  country  is  made  to  produce  less. 

P.  If  it  be  satisfactorily  established  that  no  advantage  can 
be  obtained  by  making  indirect  taxes  differential,  or,  rather, 
that  the  attempt  to  obtain  any,  must  result  in  displacement 
and  waste  of  productive  power,  can  you  think  of  any  other 
advantages  besides  those  already  mentioned,  which  can  be 
brought  within  our  reach  by  adopting  a  system  of  indirect 
taxation  ? 

B.  We  are  not  aware  of  any  others.  The  adoption  of 
indirect  taxes  at  all  seems  to  be  justifiable  for  no  other  reason 
than  that  it  is  the  only  opening  presented  to  the  legislator,  in 
our  present  state  of  civilization,  if  he  would  aim  at  proportion 
ing  taxation  to  the  relative  expenditures  of  individuals.  Being 
driven  to  indirect  taxation,  in  it  he  finds  the  opportunity  of 
specially  taxing  those  commodities  excess  in  the  consumption 
of  which  is  most  likely  to  be  indulged  in  to  the  demoralization 
of  individuals  and  the  detriment  of  society.  There  is  nothing 
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more  that  we  arc  acquainted  with  to  be  urged  in  favour  of 
indirect  taxation. 

P.  There  are  other  taxes,  some  few  of  which  will,  I  dare 
say,  have  come  under  your  notice.  The  :penny  stamps  attached 
to  receipts  for  sums  of  two  pounds  and  upwards,  must  often  have 
been  seen  by  you.  Penny  stamps  are  also  required  to  be 
attached  to  all  cheques  drawn  upon  bankers.  It  is  necessary 
to  use  stamps  of  much  larger  amount  for  other  documents  and 
deeds,  such  as  bills  of  lading,  policies  of  insurance,  leases, 
transfers,  deeds  of  purchase  and  sale,  &c.  Contracts  of  theso 
kinds  are  not  legal,  that  is,  they  are  not  contracts  unless 
stamps  in  conformity  with  the  rates  ordained  by  law  are 
affixed  to  them.  A  large  amount  of  revenue  for  Government 
purposes  is  raised  by  these  stamps.  Will  it  be  an  easy 
matter  to  determine  whether  these  stamps  partake  more  of  the 
nature  of  taxes  on  consumption,  or  of  taxes  on  property  ? 

B.  We  should  say,  not  very  easy.  To  us  it  would  be  more 
than  difficult.  It  is  quite  beyond  us.  Some  stamps  seem  to 
be  taxes  of  one  kind,  some  of  another. 

P.  Could  you  not  point  to  features  in  any  of  them  which 
might  incline  you  to  decide  one  way  or  another  ? 

B.  Stamps  on  deeds  of  transfer  in  the  sale  of  property, 
whether  of  land  and  houses,  or  of  annuities  and  shares  in  joint- 
stock  companies,  seem  to  us  to  partake  of  the  nature  of  a  tax 
on  property.  Most  of  the  other  stamps  will  fall  more  properly 
into  the  class  of  taxes  on  consumption. 

P.  Do  you  think  that  this  latter  proposition  ought  to  be 
received  as  self-evident  ?  Does  it  not  justify  my  asking  for 
some  proof  or  elucidation  ? 

B.  The  stamps  that  we  had  in  our  thoughts  while  answering 
so  abruptly,  are  those  paid  by  merchants  and  others  engaged 
in  production.  The  stamps  which  they  are  obliged  to  buy  in 
carrying  out  their  industrial  operations,  form  just  as  much  a 
portion  of  their  cost  of  production  as  the  customs  and  excise 
taxes  which  we  have  examined.  And  to  be  repaid  the  cost  of 
production  in  the  average  sale  price  is,  as  we  have  concluded 
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over  and  over  again,  a  condition  for  the  continued  production 
of  any  commodity  with  those  who  bring  it  to  market. 

P.  Shall  I  be  right,  then,  in  "understanding  it  to  be  your 
opinion  that,  where  stamps  act  as  indirect  taxes,  they  are 
taxes  upon  consumption,  but  that  otherwise  they  are  taxes  on 
property  ? 

B.  You  will  be  right  as  regards  the  stamps  which  act  as 
indirect  taxes ;  but  we  are  hardly  prepared  to  say  that  all 
other  stamps  must  be  property-taxes.  We  think  on  exami 
nation  they  will  be  found  to  be  so  mostly. 

P.  How  will  they  stand  a  comparison  with  customs  and 
excise  taxes,  so  far  as  they  are  indirect,  and  with  the  property 
and  income  tax,  so  far  as  they  are  direct  ? 

B.  Would  it  not  be  presumption  in  us  to  attempt  to  answer 
this  question  ?  Is  it  not  quite  beyond  our  strength  ? 

P.  I  certainly  would  not  have  put  such  a  question  to  you  at 
the  beginning  of  our  conversations ;  and  even  now  I  may  be 
drawing  upon  an  amount  of  knowledge  hardly  to  be  acquired 
except  through  participation  in  industrial  work.  I  can,  how 
ever,  shape  my  question  so  as  to  bring  out  the  principles 
which  ought  to  be  attended  to  in  comparing  the  merits  and 
demerits  of  different  kinds  of  taxes.  If  so  much  of  the 
revenue  as  is  drawn  from  the  stamps  which  act  as  indirect 
taxes  were  to  be  obtained  by  an  addition  to  the  customs  and 
excise  taxes,  would  not  that  substitution  be  a  great  improvement  ? 

13.  All  the  expense  of  collecting  the  revenue  from  the 
stamps  abolished  would  be  got  rid  of.  In  the  additional  duties 
imposed  upon  commodities  already  taxed,  or  in  the  duties 
imposed  upon  commodities  heretofore  untaxed,  it  would  have 
to  be  considered  how  for  the  additional  temptations  to  smug 
gling,  adulteration  and  illicit  manufacture,  might  not  more 
than  counterbalance  any  disadvantages  that  can  attach  to 
stamps. 

P.  Would  there  be  any  similar  drawback,  if  it  were  attempted 
to  substitute  an  additional  property-tax  for  those  stamps  which 
may  be  supposed  to  act  as  a  property-tax  ? 
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/>'.  Not  that  we  sec  ;  but  tlio  expense  of  collecting  rcvcnuo 
by  stamps  would  be  but  little  diminished,  if  the  stamps  were 
not  got  rid  of  altogether. 

P.  The  question  then  arises,  whether  the  objections  to  raising 
a  revenue  for  Government  through  stamps,  as  they  are  im 
posed  in  this  country,  are  greater  than  those  unavoidable  with 
other  taxes.  For,  if  they  arc  not,  since  the  revenue  must  bo 
obtained,  there  can  be  no  advantage  in  discarding  one  set  of 
taxes  for  another.  Disturbance  of  any  kind  is  to  be  avoided 
unless  for  improvement  sake.  We  have  had  before  us  some  of 
the  objections  which  attach  to  customs  and  excise  taxes.  Can 
you  mention  any  which  are  peculiar  to  stamps  ? 

1L  Some  objections  apply  to  stamps  in  general ;  others  to 
particular  stamps.  The  objections  to  all  stamps  are  that  they 
are  obstructions  in  the  way  of  rapidity  and  facility  of  inter 
change.  People  in  business  have  to  learn  and  practise  what 
ever  is  indispensable  for  conducting  it  satisfactorily.  They 
must  also  learn  and  comply  with  all  the  regulations  that  are 
interposed  by  Government.  They  must  ascertain  and  procure 
the  stamps  without  which  their  contracts  would  be  illegal,  and 
errors  and  omissions  in  which  expose  them  to  the  danger  of 
finding  important  contracts  repudiated,  and  well-laid  schemes 
frustrated,  and  of  suffering  other  serious  inconvenience  and 
loss.  Objections  to  particular  stamps  may  be  illustrated  by 
those  which  attach  to  stamps  on  all  kinds  of  insurance,  tending 
as  they  do  to  discourage  those  habits  of  prudence  which  lead 
individuals  to  guard  against  rare  but  severe  losses,  by  certain 
but  slight  sacrifices. 

P.  Have  you  exhausted  all  the  objections  which  attach  to 
stamps  as  a  means  of  raising  revenue  for  Government  ? 

B.  No  other  occurs  to  us  ;  but  if  we  are  not  misinformed, 
the  difficulties  and  increased  labour  introduced  by  stamps  into 
commercial  operations  are  greater  than  might  be  supposed  by 
people  who  are  not  engaged  in  business.  And  allowing  that 
similar,  or  even  greater  obstructions  to  commerce  are  con 
sequent  upon  customs  and  excise  taxes,  if  one  of  the  two 
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could  be  got  rid  of,  the  evil  would,  at  all  events,  be  partly 
abated. 

P.  Did  you  ever  read  or  hear  of  prosecutions  for  forgery  of 
stamps  ?  And  is  there  no  risk  that  the  stamps  required  by 
law  may  be  unused,  and  the  payment  to  Government  thereby 
evaded  ? 

B.  Evasions  in  the  case  of  stamps  would  be  equivalent  to 
smuggling  and  illicit  manufacture  in  the  case  of  customs  and 
excise  duties.  Forgery  in  connection  with  taxes,  is  an  evil 
peculiar  to  stamps.  This  we  had  not  thought  of,  and  it  is  an 
evil  great  enough  to  deserve  considerable  pains  and  sacrifice 
for  its  prevention. 

P.  It  will  suffice  for  you,  at  your  age,  to  have  obtained  a 
mastery  over  the  leading  principles  which  ought  to  guide  your 
judgments  in  estimating  the  comparative  merits  and  demerits 
of  different  kinds  of  taxes.  Hereafter  you  will  have  no  diffi 
culty  in  applying  them  to  cases  as  they  arise,  when  suggestions 
may  be  thrown  out  for  repealing,  extending,  or  modifying  the 
taxes  through  which  Government  is  enabled  to  surround  us 
with  its  protection.  What  would  you  say  to  a  contrivance  for 
supplying  Government  with  its  means,  or  part  of  its  means, 
taking  at  the  same  time  nothing  from  individuals  ? 

B.  We  cannot  but  say  that  such  a  contrivance  would  have 
our  preference  over  every  other.  We  suppose  you  are  going  to 
surprise  us  with  one  of  those  prodigies  which  are  sometimes 
pointed  at  as  "  wonderful  if  true." 

P.  I  see  that  you  do  not  believe  in  my  ability  to  show  you 
any  such  contrivance. 

B.  We  confess  we  suspect  your  design  to  take  us  off  our 
guard  and  lure  us  into  some  admission  or  expression  of  assent 
to  be  abandoned  soon  afterwards  as  untenable.  Taxes  are  but 
a  portion  of  wealth.  Wealth  must  have  been  produced  and 
must  be  held  by  somebody.  How,  then,  can  Government  obtain 
possession  of  wealth  which  was  not  already  its  own,  except  by 
taking  it  from  somebody  ? 

P,  While  you  are  laudably  cautious  in  admitting  without 


ON   TAXATION.  L'57 

proof  what  I  hope  to  show  you  is  not  so  incredible  as  you  seem 
to  imagine,  you  have  rushed  into  an  assertion  of  something  that 
you  will  be  puzzled  to  make  good.  Have  you  ever  heard  of 
people  who  have  died  without  leaving  a  will  or  relations  to  claim 
the  inheritance  of  their  property  ? 

B.  We  have  heard  and  read  of  such  cases.  They  did  not 
occur  to  us  ;  but  surely  they  cannot  be  very  numerous.  And 
we  doubt  whether  the  property  connected  with  them  be  large 
enough  to  deserve  notice  in  an  enumeration  of  the  resources  at 
the  disposal  of  Government  for  defraying  its  expenses. 

P.  Perhaps  it  is  not.  But  the  consideration  of  these  cases 
may  bring  to  our  notice  other  resources,  some  of  which  have 
already  been  availed  of  by  legislators,  and  some  which  have 
been  neglected  or  turned  to  less  account  than  they  might  be. 
When  property  is  deprived  of  owners  by  the  death  of  persons 
who  have  left  neither  relations  nor  wills,  by  whom  is  it  appro 
priated  ? 

B.  By  Government  officials  for  Government  purposes. 
P.  Does  it  occur  to  you  that  any  better  disposition  could  be 
made  of  this  property  ? 

B.  We  cannot  think  of  a  better.  Nobody  is  deprived  of  it. 
If  Government  were  to  abandon  or  neglect  the  appropriation  of 
it,  they  would  have  to  take  its  equivalent  from  possessors  of 
property  in  order  to  supply  its  place.  Even  if  some  most  judi 
cious  mode  of  applying  it  could  be  suggested,  the  legislature 
would  not  be  precluded  from  acting  upon  the  suggestion  after 
the  Government  had  taken  possession  of  it. 

P.  You  are  aware  that  our  Government  have  to  pay  about 
30,000,000/.  a  year,  under  the  name  of  dividends,  to  the  pro 
prietors  of  stock  or  annuities  ;  and  you  will  have  heard  that 
some  of  these  dividends  have  remained  so  long  unclaimed  as  to 
make  it  all  but  certain  that  rightful  claimants  never  will  come 
forward.  The  Government  appropriate  these  dividends,  subject 
to  any  claims  to  them  that  may  hereafter  be  established.  Do 
you  approve  of  this  appropriation  ? 

B.  We  cannot  do  otherwise,  with  the  condition  attached  of 
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not  denying  or  endangering  the  rights  of  any  claimants  who 
may  present  themselves. 

P.  There  is  another  fund,  called  the  suitors'  fund,  in  the 
Court  of  Chancery.  It  might  be  expected,  in  the  numerous 
estates  administered  by  that  court,  that  some  property  would 
remain  in  its  keeping. overlooked  or  unclaimed.  Do  you  see 
any  reason  why  this  unclaimed  property  should  not  be  appro 
priated  to  Government  uses,  subject  to  any  claims  that  may  be 
established  against  it  ? 

B.  No,  it  being  understood  that  every  exertion  is  made, 
every  precaution  taken,  that  the  unfortunate  suitors  shall  not 
have  their  property  unnecessarily  detained,  and  that  the  estab 
lishment  of  their  rights  shall  be  speedily  and  cheaply,  as  well  as 
justly,  determined  for  them. 

P.  Do  you  know  or  can  you  conceive  of  any  other  occasions 
on  which  unowned  or  unclaimed  property  is  open  to  be  taken 
possession  of  in  order  to  be  applied  to  Government  purposes  ? 
B.  No  other  occurs  to  us. 

P.  We  have  spoken  of  the  property  of  persons  who  die 
leaving  neither  wills  nor  relatives.  But  where  wills  have  been 
made  or  relatives  are  left,  how  is  the  property  disposed  of  ? 

B.  As  ordered  in  the  will,  or  to  the  relatives  as  appointed  by 
law. 

P.  I  take  it  for  granted,  although  your  answer  does  not 
quite  bear  me  out,  that  the  disposal  by  will  is  by  the  authority 
of  law  as  well  as  the  distribution  where  there  is  no  will  ? 
B.  That  is  our  meaning. 

P.  The  laws  and  customs  of  different  countries  vary  greatly, 
as  regards  the  disposal  of  property  vacant  by  death.  Do  you 
know  whether  people  in  this  country  are  allowed  by  law  as 
much  liberty  in  disposing  of  the  property  which  they  may  leave 
at  death  as  they  have  of  disposing  of  it  while  alive  ? 

B.  We  believe  they  have,  making  allowance  for  their  not 
being  able  to  superintend  the  carrying  out  of  their  own  wishes. 
P.  And  how  is  the  disposition  appointed,  where  there  is  no 
will  ? 
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T>.  It  is  divided  among  the  children,  or  where  a  widow  sur 
vives  among  the  widow  and  children.  Freehold  property  in 
Iniid  forms  an  exception  to  other  property,  since  it  passes  to  the 
eldest  son.  We  have  heard  that  there^are  parts  of  England 
where  the  land  goes  to  the  youngest  son.  We  may  possibly  he 
mistaken  in  what  we  have  stated,  and  there  may  be  other  laws 
and  customs  unknown  to  us  which  conflict  with  our  statements. 

P.  You  are  sufficiently  near  the  truth  for  the  purpose  of  our 
present  inquiry  ;  and  now,  perhaps,  you  can  tell  me  something 
of  the  steps  that  are  taken  to  claim  and  get  possession  of  the 
property  of  the  deceased  ? 

B.  The  will  must  be  proved,  or,  if  there  be  no  will,  letters 
of  administration  must  be  obtained  in  the  court  of  law  appointed 
for  the  purpose  ;  when  authority  is  given  to  the  executors  or 
{idministrators,  as  the  case  may  be,  to  take  possession  and  dis 
tribute  in  conformity  with  the  will  or  with  the  law  which  regu 
lates  the  disposal  of  intestate  property. 

P.  And  the  parties  to  whom  probate  or  administration  ig 
granted  are  bound  to  account  for  the  property  committed  to 
their  care.  But  is  the  whole  of  the  deceased's  property,  with 
out  deduction,  handed  over  to  the  heirs  and  legatees  ? 

B.  Not  altogether  without  deduction ;  for  although  not  very 
well  informed  as  to  what  is  precisely  meant  by  probate  and 
legacy,  and  succession  duties,  we  do  know  that  under  these 
names  money  is  taken  from  executors  and  administrators  out 
of  the  estates  of  the  deceased. 

P.  Would  it  not  be  more  correct  to  represent  the  Government 
as  retaining  what  it  takes  out  of  the  estates  of  the  deceased, 
before  it  grants  permission  to  heirs  and  legatees  to  possess 
and  enjoy  what,  without  its  permission,  would  not  be  theirs  ? 

B.  We  spoke  of  the  deductions  made  by  Government  out  of 
the  estates  of  the  deceased,  whether  paid  by  the  heirs  and 
legatees,  or  taken  out  of  the  estates  before  their  respective 
shares  are  handed  over  to  them,  in  the  language  in  daily  use. 
We  have  often  heard  heirs  and  legatees  complain  of  the  heavy 
tuxes  levied  upon  their  inheritance  and  legacies. 
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P.  I  will  just  give  you  a  few  particulars,  in  addition  to  what 
you  have  told  me,  of  the  regulations  under  which  the  property 
left  by  deceased  people  is  taken  possession  of  by  survivors. 
Where  a  will  has  been  left,  the  court  of  probate,  after  having 
certified  its  validity,  grant  authority  to  the  executors  named  in 
the  will  to  realize  the  estate  and  dispose  of  it  agreeably  to  the 
directions  contained  in  the  will.  Where  there  is  no  will, 
letters  of  administration  are  granted  to  the  persons  considered 
best  entitled  to  administer,  generally  to  the  nearest  of  kin,  if 
they  be  willing  to  accept  the  trust,  and  no  disqualifications  be 
proved  against  them.  The  first  payment  made  out  of  the 
estate  is  one  to  Government  of  about  two  per  cent,  on  an 
average  where  there  is  a  will,  or  three  per  cent,  where  there 
is  no  will :  this  per-centage  being  smallest  where  the  estates 
are  of  very  little  or  of  very  great  value,  and  largest  where 
the  estates  are  of  intermediate  values.  No  other  demand  is 
made  by  Government  on  any  portion  of  an  estate  which  passes 
to  the  widow  of  the  deceased,  or  in  sums  of  less  than  20?.  to 
individual  legatees.  One  per  cent,  is  taken  from  sums  that  go 
to  children  or  parents,  or  other  lineal  descendants  or  ancestors 
of  the  deceased,  from  two  to  six  per  cent,  from  sums  that  go  to 
more  distant  relations,  and  ten  per  cent,  from  sums  that  go  to 
strangers  or  to  relations  beyond  a  certain  degree  of  consan 
guinity.  Are  you  prepared  to  say  whether  you  consider  that 
this  method  of  dealing  with  property  left  vacant  by  death  is 
the  best  that  could  be  contrived  ? 

7?.  You  cannot  expect  us  to  be  competent  to  answer  your 
question.  We  might  add  that  it  would  ill  become  us  to 
venture  to  set  up  our  judgments  in  opposition  to  the  experi 
enced  men  by  whose  advice,  no  doubt,  the  mode  of  dealing 
with  property  vacant  by  death,  which  you  have  described,  has 
been  settled.  We  may  confess,  nevertheless,  that  in  the 
present  state  of  our  laws  of  succession,  as  you  have  described 
them,  there  is  much  that  we  should  be  unable,  without  some 
assistance,  to  explain  the  reason  of.  Indeed,  if  we  have 
followed  you  correctly,  it  appears  to  us  that  the  grounds  on 
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which  we  might  approve  one  part  of  these  laws  would  force  us 
to  condemn  others. 

P.  Although  with  your  imperfect  knowledge,  you  very  pro 
perly  draw  hack  from  forming  a  confident  judgment  of  your 
own,  and  setting  it  up  against  the  judgments  of  men  of 
experience  and  wisdom,  or  from  deciding  hetween  the  con 
flicting  judgments  of  others,  there  is  no  reason  why  you  should 
not  endeavour  to  collect  the  materials  necessary  for  forming  a 
sound  judgment  for  your  own  future  guidance.  There  are 
many  suhjects  in  addition  to  those  already  discussed  hy  us, 
upon  which  great  differences  of  opinion  have  existed,  and  upon 
which  modern  legislators  have  entirely  reversed  the  judgments 
of  their  predecessors.  If  with  no  other  object  than  the  im 
provement  which  the  exercise  will  bring  to  you,  suppose  you 
try  to  ascertain  for  yourselves  what  principles  ought  to  guide 
a  legislator  in  bestowing  upon  survivors  rights  over  property 
vacant  by  death,  and  how  those  principles  ought  to  be  applied. 

7J.  We  have  never  thought  of  these  matters,  and  we  really 
don't  know  what  to  say. 

P.  You  have  already  done  more  than  you  seem  to  be  aware 
of  to  qualify  yourselves  for  grappling  with  the  difficulties  that 
I  am  putting  before  you.  Let  us  go  back  for  a  moment  to  the 
"  rights  of  property,"  and  to  the  reasons  for  which  they  are 
maintained.  Why,  in  this  and  other  civilized  countries,  are 
individuals  guaranteed  in  the  possession  of  the  wealth  and 
of  the  land  which  they  have  earned,  or  purchased  and  obtained 
by  gift  or  inheritance  ? 

B.  Because  it  is  considered  for  the  general  good  that  they 
should  be  so  guaranteed. 

P.  We  have  perceived  and  recognized  over  and  over  again 
that  conduciveness  to  the  general  good  or  to  general  well-being 
must  be  the  test  by  which  the  goodness  of  all  conduct  and  the 
fitness  of  all  laws  and  institutions  must  be  measured.  But  to 
apply  this  test  effectually,  we  must  break  it  down  into  subor 
dinate  or  less  comprehensive  and  more  practical  tests  or  rules 
equally  reliable  but  more  usable  for  special  purposes.  Let  me 
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ask,  then,  liow  the  institution  of  property  can  l>e  said  to  conduce 
to  well-being  ? 

Z>.  By  holding  out  the  greatest  possible  encouragement  to 
industry,  intelligence,  skill,  economy,  trustworthiness,  and 
other  qualities,  without  which  wealth  could  not  abound;  and 
abundance  of  wealth,  as  compared  with  the  numbers  to  be 
maintained  out  of  it,  is  indispensable  to  well-being. 

P.  I  will  not  ask  you  to  go  over  the  reasons  which  brought 
you  to  these  conclusions.  We  have  already  discussed  them 
minutely  enough,  and  you  are,  I  am  sure,  well  fortified  with 
them.  Do  you  think  the  same  reasons  exist  for  extending  the 
rights  of  property  so  as  to  give  a  power  of  appointing  how  pro 
perty  shall  be  disposed  of  after  death  ? 

B.  Very  nearly  the  same,  varied  perhaps  a  little  in  form. 
"VVe  think  we  can  point  out  many  reasons  why  this  privilege 
should  be  bestowed  upon  holders  of  property.  Every  motive 
save  one  which  induces  to  produce  and  save  may  be  said  to  be 
earned  beyond  the  grave.  A  man  who  does  not  wish  that  his 
family  should  continue  to  prosper  after  he  has  been  removed  is 
a  worthless  character.  And  if  the  law  judges  rightly  in  making 
a  man  the  uncontrolled  disposer  of  his  property  during  his  own 
life,  we  do  not  see  why  he  should  not  be  trusted  with  the 
appointment  of  it  after  his  death. 

P.  Is  there  no  danger  that  he  may  wish  to  apply  it  to  some 
fantastic,  useless,  or  even  hurtful  purpose  ?  And  would  you 
have  the  legislature  sanction  his  appointing  such  uses  for  the 
property  that  he  may  be  possessed  of  at  death  ? 

13.  As  we  do  not  accuse  the  legislature  of  sanctioning  the 
bad  use  of  their  property  which  too  many  make  during  their 
lives,  so  neither  ought  we  to  hold  it  answerable  for  the  bad 
disposition  which  they  make  under  the  right  conferred  upon 
them  of  directing  the  appropriation  of  their  property  after 
death.  While  the  probability  of  turning  property  to  the  best 
account  may  be  diminished  by  the  death  of  those  who  had 
earned  and  taken  care  of  it,  some  danger  of  misappropriation 
is  also  removed.  The  dead  cannot  squander  it  nor  embark  it 
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in  unwise  ventures,  nor  spend  it  in  vicious  indulgence.  Ami 
the  legislature  may  consider  that  a  denial  to  possessors  of 
property  of  the  right  of  directing  its  appropriation  after  death 
might  make  them  less  earnest  in  producing  and  saving. 

P.  The  views  of  our  law-makers  may  be  supposed  to  coin 
cide  very  nearly  with  yours.  Subject  to  the  deductions  which 
I  have  mentioned,  and  to  some  restrictions  of  minor  import 
ance,  the  rights  of  willing  property  are  co-extensive  with  the 
rights  of  property.  In  some  countries,  these  rights  are  more 
limited,  principally  with  a  view  of  preventing  the  undue 
preference  of  some  children  to  the  neglect  of  others,  or  a 
disregard  of  the  wants  and  feelings  of  kindred.  Ill-usage  of 
this  kind,  it  is  contended,  is  irreparable  after  death.  Ill- 
usage  of  others  during  life  may  be  repented  of  and  atoned 
for. 

B.  This  is  a  matter  on  which  we  cannot  be  expected  to 
express  ourselves  confidently.  It  would  we  think,  however, 
only  be  in  harmony  with  conclusions  already  arrived  at,  to 
look  for  the  better  protection  of  children,  and  other  dependents, 
from  the  consequences  of  mal- appropriation  of  property, 
whether  before  or  after  the  death  of  its  possessors,  to  better 
conduct,  induced  by  better  teaching  and  training,  and  to  a  con 
sequently  higher  tone  of  feeling  in  reference  to  parental  and 
other  social  duties. 

P.  Where  the  privilege  of  disposing  of  property  by  will  has 
not  been  used,  who  in  your  opinion  ought  to  be  authorized  to 
take  possession  of  it  ?  or,  adopting  the  language  in  general 
use,  letters  of  administration  being  granted,  for  whose  benefit 
ought  the  property  to  be  administered  ? 

B.  For  the  benefit  of  the  surviving  widow  and  children,  or 
other  near  relatives  who  had  been  most  likely  beholden  to  the 
deceased  for  some  portion  of  their  comforts,  if  not  for  their 
entire  maintenance. 

P.  The  law  of  our  land  as  regards  intestate  property,  is 
very  much  in  accordance  with  your  notions,  unless  the  property 
be  freehold  estate,  which  passes  almost  entirely  to  the  eldest 
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son.  If  our  laws  for  the  distribution  of  intestate  property  had 
to  be  drawn  up  now  for  the  first  time,  would  you  recommend 
this  mode  of  appropriating  freehold  estate  ? 

B.  Our  leanings  would  be  all  in  favour  of  applying  the 
same  principles  to  regulate  its  distribution  as  ought  to  regulate 
the  distribution  of  other  property. 

P.  It  is  contended  by  those  who  uphold  the  right  of  primo 
geniture  that  it  would  be  exceedingly  hurtful  to  society  to  have 
the  land  cut  up  into  small  holdings. 

J3.  Granting  that  this  is  not  desirable,  surely  it  would  be  a 
more  humane  and  sensible  proceeding  to  have  the  land  sold, 
and  the  proceeds  divided  among  the  relatives,  as  would  be 
done  with  property  not  freehold,  than  to  leave  the  whole 
family,  less  one,  nearly  destitute. 

P.  If  the  land  were  sold,  as  you  propose,  might  not  the 
purchasers  subdivide  it  ?  and  if  they  did,  where  would  be  the 
safeguard  against  objectionable  small  holdings  ? 

B.  The  same  safeguard  that  protects  society  in  the  persons 
of  eldest  sons,  who  may  sell  their  land  piecemeal  if  so  disposed. 
Whether  holdings  of  land  shall  be  large  or  small,  and  if  large, 
whether  such  holdings  shall  be  let  as  one  farm,  or  one  patch 
for  building,  or  be  subdivided  into  two  or  more,  had  better  be 
left  to  be  adjusted  by  proprietors.  They  will  endeavour  to 
use  their  land,  as  they  use  their  other  property,  so  as  to  extract 
from  it  all  the  enjoyment  which  they  conceive  it  to  be  capable 
of  yielding ;  and  income  is  seldom  lost  sight  of  by  those  who 
are  in  search  of  enjoyment.  An  injudicious  use  may  be  made 
of  land  as  of  other  property.  But  the  spread  of  intelligence, 
not  state  interference,  must  be  relied  upon  for  the  prevention 
of  this  evil.  We  see  no  reason  for  abandoning  or  modifying 
our  previous  conclusions  that  rights  of  property  ought  not  to 
be  interfered  with,  except  where  public  convenience  requires 
that  particular  land  or  property  should  be  ceded  for  railways, 
streets,  fortifications,  docks,  &c.,  care  being  taken  to  secure 
ample  compensation,  a  full  equivalent,  to  the  dispossessed  pro 
prietors. 
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P.  Could  the  law  of  primogeniture  have  existed  as  long  as 
it  has,  if  there  were  not  some  reason  in  its  favour,  although 
that  reason  may  be  unperceived  by  you  ? 

J».  You  are  inviting,  as  well  as  helping  us  to  form  our  own 
judgments  ;  and  it  would  not  do  for  us  to  forget  that  reasons 
for  laws  in  bygone  times  may  have  ceased  to  exist,  and  that 
supposed  reasons  may  be  discovered  not  to  be  reasons  at  all, 
leading  to  the  repeal  of  the  laws  which  were  founded  upon 
them.  Many  of  the  laws  handed  down  to  us  from  our  fore 
fathers  are  continually  under  discussion.  We  can  well  under 
stand  how  in  times  when  there  was  comparatively  little  property 
that  was  not  freehold,  and  when  it  required  a  strong  arm  to 
defend  rights  legally  possessed,  the  eldest  son  should  be 
declared  the  heir-at-law.  The  junior  and  weaker  members  of 
the  family,  it  might  be  supposed,  could  not  do  better  than  rely 
upon  him  for  their  maintenance  and  protection.  This  reason 
for  bestowing  the  whole  of  an  estate  upon  the  eldest  son,  to 
the  exclusion  of  daughters  and  younger  sons,  leaving  them 
bereft  of  the  means  of  subsistence,  has  ceased  to  exist. 

P.  In  confirmation  of  your  remarks,  I  may  observe  that  in 
the  great  works  which  have  been  carried  out  of  late  years  in 
the  making  of  railways,  canals  and  docks,  the  land  taken 
possession  of  has  been  converted  from  freehold  or  real  estate, 
into  personal  estate,  one  consequence  of  which  is,  that  it  ceases 
to  descend  through  its  new  proprietors  upon  their  eldest  sons. 
Turning  away  from  the  rights  of  primogeniture  in  respect  of 
real  estate,  do  you  think  the  well-being  of  society  is  best  con 
sulted  by  conferring  the  rights  to  intestate  property  upon  the 
nearest  of  kin,  in  such  way  as  our  laws  provide  ? 

B.  Yes,  we  are  disposed  to  adhere  to  our  opinion  already 
expressed.  Children  rely  for  their  welfare  upon  the  feelings  of 
affection  and  sense  of  duty  in  their  parents  ;  and  after  they 
have  been  deprived  of  these  safeguards,  they  ought  not  to  have 
their  loss  aggravated  by  being  deprived  of  the  wealth  which  the 
intelligence  and  industry  of  their  parents  had  amassed,  partly, 
if  not  principally,  for  the  benefit  of  a  surviving  family. 

10 
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P.  Does  the  same  reason  hold  good  for  allowing  remote, 
where  there  are  no  near,  relatives  to  participate  in  intestate 
property  ? 

B.  There  can  scarcely  be  the  same  reason.  In  many  cases 
it  is  well  known,  our  laws  admitting  the  claims  of  the  most 
distant  relatives,  that  great  pains  have  been  taken  to  trace  out 
heirs  who  were  quite  unaware  of  the  consanguinity  which 
existed  between  them  and  the  deceased,  to  whose  estate  they 
are  pronounced  to  have  established  a  title. 

P.  Is  there  any  probability  that  these  distant  relatives,  when 
discovered,  will  be  the  fittest  persons  to  take  care  of  and  turn 
to  account  the  intestate  property  of  which  they  are  constituted 
the  heirs  ? 

B.  Not  to  our  knowledge.  Unlocked  for  inheritance  of 
property,  especially  by  persons  who  have  not  previously 
acquired  any,  is  likely  not  only  to  lead  to  waste  and  misappli 
cation  of  wealth,  but  to  assist  in  giving  scope  to  all  those  in 
firmities  of  character  which  lead  to  disgrace,  vice,  and  misery. 

P.  May  we  conjecture  that  some  such  feelings  as  you  have 
expressed  led  our  law-makers  to  contrive  that  graduated  scale 
of  legacy  duties  from  one  per  cent,  up  to  ten  per  cent.,  abstain 
ing  altogether  from  touching  the  share  of  the  widow  ? 

B.  We  do  more  than  conjecture.     "We  feel  almost  sure. 

P.  Bringing  to  bear  all  the  knowledge  which  you  have 
acquired  of  the  laws  of  this  country  under  which  property 
vacant  by  death  is  appropriated,  and  the  reflections  to  which 
our  inquiries  have  given  rise,  and  recognizing  that  the  will  of 
society,  as  expressed  in  its  laws,  is  the  only  source  of  rights  to 
property  vacant  by  death,  as  well  as  to  property  possessed  by 
the  living,  you  will  be  prepared  to  express~an  opinion  upon 
some  of  the  questions  which,  if  not  suggested  by  yourselves, 
will  be  put  to  you  by  others.  Why  do  you  think  that  the 
power  of  disposing  of  property  after  death,  subject  to  a  few 
obviously  useful  restrictions,  and  to  some  appropriations  by 
Government,  should  be  granted  to  possessors  of  property  ? 

B.  Because  possessors  of  property  are  considered  the  fittest 
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persons  to  be  trusted  with  its  application  during  their  lives, 
and  the  reasons  which  lead  to  that  decision  point  them  out  us 
the  fittest  persons  to  determine  how  it  shall  be  applied  after 
their  death. 

P.  You  are  not  blind  to  the  fact  that  many  people  make  an 
ill-use  or  mis-application  of  their  property,  whether  during 
their  lives  or  by  will  afterwards  ? 

B.  No ;  and  we  suppose  we  but  share  in  the  opinion  of  our 
law- makers  when  we  say  that  we  know  of  no  other  cure  for 
these  evils,  except  in  certain  extreme  and  notorious  cases,  than 
the  improved  tone  of  society  which  an  improved  education  may 
greatly  assist  in  promoting. 

P.  Why  do  you  approve  of  the  way  of  disposing  of  intestate 
property  appointed  in  this  country  ? 

J3.  We  are  not  aware  that  we  do  approve  entirely.  We 
have  already  expressed  our  dislike  of  the  law  of  primogeniture 
in  regard  to  real  estate.  We  certainly  approve  of  the  spirit  in 
which  the  scheme  for  distributing  personal  estate  is  conceived, 
not  but  what  we  think  that  some  changes  might  be  introduced 
with  advantage. 

P.  I  must  seek  some  information  concerning  the  changes 
which  you  are  thinking  of.  But  tell  me  first  what  you 
approve. 

i>.  The  distribution  among  the  near  relatives — the  widow 
and  children  and  grandchildren.  We  might  perhaps  include  a 
few  others. 

P.  Your  reasons  in  favour  of  what  you  include  will  throw 
light  upon  your  exclusions.  I  should  like  to  hear  them. 

B.  The  reasons  which  weigh  with  us  have  been  learned  by 
endeavouring  to  satisfy  ourselves  how  the  deceased,  supposing 
him  to  have  been  a  good  and  enlightened  man,  would  like  hiy 
property  to  be  disposed  of.  And  we  cannot  be  far  wrong  in 
wishing  to  see  it  bestowed  upon  those  who  shared  it  with  him 
during  his  life — generally  his  near  relatives.  Society,  besides, 
is  deeply  interested  in  cherishing  the  family  affections  on  which 
we  rely  for  the  care  and  kind  treatment  of  the  young,  and  for 
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the  relief  and  consolation  of  suffering,  whether  from  accidents, 
ailments,  or  other  calamities  of  the  aged. 

P.  I  am  now  curious  to  learn  your  reasons  for  excluding  the 
claims  of  some  of  those  whose  claims  are  admitted  under  our 
laws — of  distant  relatives  ? 

B.  We  are  not  satisfied  to  assume  the  position  of  proposing, 
even  in  appearance,  to  exclude  any  claims.  Society  requires  a 
large  amount  of  wealth  to  enable  it  to  organize  a  government 
and  provide  for  the  performance  of  all  its  duties.  We  have, 
therefore,  to  consider  in  what  way  it  can  obtain  this  wealth 
with  the  least  disturbance  to  industrial  work,  the  least  dis 
couragement  to  good  qualities,  and  the  least  privation  to  those 
who  would  otherwise  have  the  opportunity  of  consuming  it. 
Taxation  in  any  form  is  not  unattended  with  some  of  those 
evils,  although  they  may  be  more  than  compensated  by  the 
blessings  of  good  government  procured  through  taxation.  Now 
the  resumption  by  society  of  its  rights  to  intestate  property, 
where  there  are  no  relatives  within  certain  limits  of  kinsmanship, 
deprives  nobody  of  wealth  which  it  is  at  all  desirable  that  he 
should  have  formed  the  habit  of  looking  forward  to,  instead  of 
relying  upon  the  resources  of  his  own  industry  and  economy. 

P.  Might  he  not  have  formed  such  a  habit,  nevertheless, 
and  would  he  not  feel  the  detention  from  him  of  his  deceased 
relative's  property  to  be  a  grievous  wrong  and  disappointment? 

B.  The  law  of  distribution,  as  we  are  conceiving  that  it 
ought  to  be,  would  be  as  well  known  as  our  present  law  is 
now.  And  he  on  whom  the  law  notoriously  confers  no  right 
cannot  be  disappointed,  however  much  he  may  regret  the 
state  of  the  law  which  does  not  confer  a  right  upon  him.  As 
for  the  wrong  of  which  he  may  complain,  unless  it  can  be 
shown  that  the  law  is  opposed  to  the  general  well-being — that 
it  does  some  wrong  to  society — it  cannot  be  chargeable  with 
inflicting  an  individual  wrong. 

P.  Might  it  not  happen  that  some  of  the  deceased's  more 
remote  relatives  would  be  greatly  in  need  of  this  wealth  which 
you  are  proposing  to  appropriate  to  Government  purposes  ? 
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U.  It  might;  and  many  strangers  also,  in  reality  more 
closely  connected  with  the  deceased  than  his  unknown  relatives. 
But  society  gives  to  possessors  of  property  the  right  of  provid 
ing  for  all  these  by  will.  We  do  not  say  that  society  ought 
not  to  make  some  provision  out  of  intestate  property  for  many 
strangers  in  blood,  who  might  be  left  homeless,  friendless,  and 
defenceless  by  the  death  of  a  friend  or  master.  But  if  their 
claims  are  disregarded,  surely  those  of  distant  and  unknown 
relations  may  be  passed  over  without  reluctance. 

P.  To  grant  a  hearing  to  all  applicants,  whether  distant 
relatives  or  strangers,  who  could  show  that  their  means  of 
support  had  been  destroyed  or  materially  endangered  by  the 
departure  of  a  friend  of  whom  they  had  been  deprived  by  death, 
would  introduce  a  very  great  extension  of  the  powers  and 
duties  of  our  courts  of  law. 

B.  And  it  is  not  for  us  to  say  that  such  extension  would  be 
expedient.  We  must  be  content  to  admit  that  we  see  no 
reason  for  bestowing  intestate  property  upon  persons  who 
derived  no  benefit  from  it  during  the  lives  of  its  owners,  or  for 
denying  consideration  to  the  necessities  and  feelings  of  others 
who  were  wholly  or  partly  dependent  upon  it. 

P.  With  our  laws  of  succession  remaining  as  they  are,  would 
you  object  to  the  practice  of  retaining  for  Government  pur 
poses  those  portions  of  the  estates  of  the  deceased  which  we 
have  already  referred  to  under  the  head  of  "probate  and 
legacy  and  succession  duties  "  ? 

B.  We  cannot  say  that  we  are  prepared  to  raise  any 
decided  objections ;  neither  would  we  be  committed  to  the 
admission  that  a  better  scheme  might  not  be  devised.  Where 
estates  have  to  be  distributed  under  wills  in  which  large  sums 
have  been  left  to  children,  and  small  sums  to  strangers  in 
blood  for  whose  services  and  attentions  the  testators  desire  to 
bestow  tokens  of  sympathy  and  gratitude,  it  seems  scarcely  in 
accordance  with  those  feelings  which  we  ought  to  cultivate 
in  ourselves  and  cherish  in  others,  to  abstract  a  tenth  from  the 
latter  and  a  hundredth  part  only  from  the  former. 
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P.  Testators  might  get  over  that  difficulty  by  ordering 
legacy  duties  to  he  paid  out  of  the  estate.  There  are  persons, 
however,  who  allow  a  much  wider  range  to  their  criticisms. 
They  recommend  that  the  rate  of  deduction  upon  legacies 
and  inheritance  should  be  regulated  rather  by  the  amount 
of  the  legacy  than  by  the  relationship  of  the  legatee. 
For  example,  they  would  say,  take  one  per  cent,  where  the 
sum  or  value  accruing  from  the  deceased's  estate,  whether 
intestate  or  otherwise,  to  any  one  individual  is  under  10,OOOL, 
two  per  cent,  under  20,000/.,  three  per  cent  under  30,OOOL, 
and  so  on.  Does  it  occur  to  you,  if  any  such  scale  of  duty 
were  introduced,  either  in  substitution  or  in  modification  of  the 
scale  now  existing,  that  the  Government  would  be  better 
supplied,  and  with  less  danger  of  checking  the  growth  of  those 
feelings  and  habits  which  we  have  agreed  to  be  desirable  for 
the  general  advancement  of  well-being  ? 

B.  We  don't  see  the  drift  of  the  proposers  of  this  change. 
What  benefit  it  would  produce  is  not  perceptible  to  us,  and  wo 
presume  that  no  change  ought  ever  to  be  made,  except  with  a 
view  to  some  improvement. 

P.  Well  said.  In  justice  to  those  who  have  put  forth  this 
suggestion,  I  ought  not  to  leave  you  in  ignorance  of  the 
reasons  with  which  they  recommend  and  defend  it.  They  say 
that  when  society  has  done  all  that  is  needful,  in  dealing  with 
property,  to  promote  good  industrial  qualities  and  cherish 
family  affections,  especially  those  which  lead  to  a  religious 
performance  of  parental  duties,  it  ought  to  avoid  conferring 
further  rights,  the  tendency  of  which  might  be  to  prevent  the 
very  effects  at  which  it  is  supposed  to  be  aiming.  If  the 
prospect  of  enjoying  wealth  is  one  of  the  incentives  to  good 
industrial  conduct,  it  ought  not  to  be  a  practice  either  with 
good  parents  or  with  good  governments  to  heap  masses  of 
wealth  upon  those  who  are  not  first  called  upon  to  acquire  the 
knowledge  and  capacity  for  earning,  preserving,  and  employing 
it.  Where  the  right  to  dispose  of  property  by  will  is  left 
unused,  they  say,  the  legislature  ought  to  step  in  and  declare 
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in  what  way  property  vacant  by  death  is  to  be  disposed  of,  so 
as  to  assist  all  the  other  efforts  that  are  being  made  for 
fostering  good  qualities  ;  and,  according  to  them,  it  is  to  lose 
sight  of  this  purpose,  to  connive  at  the  heaping  up  on  in 
dividuals  masses  of  property  which  they  have  done  nothing  to 
earn.  "Where  the  right  to  make  a  will  has  been  used,  society, 
they  say,  ought  to  indicate  by  its  scale  of  succession- duty,  the 
direction  which  it  thinks  ought  to  be  taken  by  individuals  in 
disposing  of  their  property.  Do  these  justifications  of  the 
changes  proposed  in  our  laws  of  succession  and  in  our  succes 
sion  duties  appear  altogether  irrational  ? 

B.  We  cannot  say  that.  They  rather  strike  us  as  well- 
deserving  of  consideration,  and  we  might  almost  say  of 
adoption.  But  adoption,  if  advisable,  will  follow  consideration, 
and  you  will  not  ask  for  more  than  consideration  from  us,  inex 
perienced  and  uninformed  as  we  must  be. 

P.  Do  not  the  arguments  of  these  intending  reformers  of 
our  laws  of  succession  make  against  the  practice  of  levying  a 
higher  rate  of  duty  upon  intestate  than  upon  testamentary  pro 
perty  ? 

B.  They  do.  Moreover  we  are  inclined  to  think  them  un 
answerable  as  condemnatoiy  of  that  practice.  It  is  one  of  the 
duties  of  legislators,  that  is,  of  expounders  of  what  is  desirable 
for  the  good  of  society,  to  declare  how  intestate  property  shall 
be  disposed  of.  In  performing  this  duty,  it  may  be  assumed 
that  they  will  try  to  ascertain  what,  in  the  larger  number  of 
cases,  is  likely  to  be  most  conducive  to  the  mitigation  of  the 
suffering  occasioned  by  death,  and  to  cherish  the  growth  of 
family  affection,  and  of  the  industrial  virtues.  So  far  as  they 
succeed  in  accomplishing  this  purpose,  that  is,  in  producing  a 
model  of  the  will  best  fitted  to  enable  property  vacant  by  death 
to  fulfil  the  intentions  of  a  good  man,  it  wears  the  appearance 
of  contradiction  to  turn  round  upon  those  who  approve  and 
adopt  it  and  mulct  them  in  their  heirs  for  doing  so. 

P.  I  will  now  endeavour  to  put  together  the  results  of  our 
inquiry  into  the  disposition  of  property  vacant  by  death  : — 


152  PHILO- SOCRATES. 

We  recognize,  and  in  that  we  agree  in  the  spirit  of  the  laws 
which  prevail  in  our  own  country,  that  it  rests  with  society  to 
determine  the  conditions  which  shall  constitute  a  right  to 
property,  and  to  fix  the  limits  within  which  the  liberty  to  dis 
pose  of  property  shall  be  enjoyed  by  its  possessor. 

It  appears  to  us  peculiarly  appropriate,  that  society  shall 
help  itself  out  of  the  estates  of  deceased  proprietors  of  as 
much  as  possible,  so  as  to  reduce  the  amount  of  contribution 
to  be  called  for  out  of  the  earnings  and  savings  of  producers. 

Before  helping  itself  out  of  property  vacant  by  death,  society 
should  be  careful  to  pay  considerable  deference  to  the  wishes 
expressed  by  its  possessor  previous  to  his  decease,  and  where 
no  such  wishes  have  been  expressed  by  him,  to  the  circum 
stances  of  those  who  had  previously  looked  to  him  for  support ; 
so  as  in  dealing  with  his  estate,  not  only  to  obtain  from  it  some 
of  the  funds  required  for  Government  purposes,  but  to  consult 
what  may  be  supposed  to  have  been  his  feelings  of  affection 
and  sense  of  duty. 

On  reviewing  the  whole  of  our  conversation  on  the  subject 
of  property  vacant  by  death,  do  you  not  think  it  may  truly  be 
said  that  there  are  means  available  for  Government  purposes, 
so  circumstanced,  that  in  appropriating  them,  society  may 
pay  a  portion  at  least  of  the  expenses  required  for  its  protection, 
without  taking  from  anybody  ? 

B.  We  think  it  may ;  and  we  also  think  that,  it  being 
understood  that  the  more  important  duty  of  attending  to  the 
wants  and  reasonable  expectations  of  survivors  has  been  ade 
quately  provided  for,  property  vacant  by  death  ought  to  be  the 
fund  first  resorted  to,  before  making  any  application  to  the 
living  through  the  medium  of  taxation. 
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